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AT LAST YOU CAN BE 
AN INVESTOR FOR ONLY 
‘40 A MONTH! 


That’s right. You can start buying stocks on 
our “pay-as-you-go” plan for just $40 a 
month—or even $40 every three months. 
How does the plan work ? 

You tell us how much you'd like to sign 
up for. It can be any amount from $40 to 
$999—every month or every three months. 

Then tell us which stock or stocks you'd 
like to buy. You have your choice of nearly 
1100 common stocks on the New York Stock 
Exchange. 

When we get your first money order or 
check, we buy the stock you want and send 
you a confirmation or receipt by return 
mail, showing what the stock cost and how 
much commission you paid. 

How much does if cost to buy stocks ? 

On purchases of $100 or less, the com 
mission is a flat 66¢. Over $100, it’s $3 plus 
1©>¢ — with a minimum of S6. 

Thus, if you set aside $200 every 3 
months, you'd pay the minimum commi. 
sion of $6 or about 3%. And if you could 
send in as much as $999 each time, your 
commission would never be more than 1.3. 

The only other cost is the small charge 
that always applies under Stock Exchange 
rules when stocks are sold in less than 100 
share lots 121, cents a share for stocks 
selling under $40, and 25 cents a share for 
those selling at $40 or more. 

There are no other charges. No ‘“‘manage- 
ment” fees. No interest or service charges 
of any kind. 

But suppose | send in $40 for a stock 
selling at $29.25 a share. What hap- 
pens to the money left over? 

Well, its just like getting 40 cents worth 
of gas at 291, cents a gallon. You buy one 


full share of stock and part of another. 
What about dividends ? 

If you own 4, 5ths of a share, you're en- 
titled to 4/ Sths of the dividend. If you own 
a full share, you get the full dividend. 
Now how long do! have fo sign up for? 

Any period you like from one year to five. 
What happens if | miss a payment? 

Nothing. In fact you can miss three or 
four and we'll still keep your account open 

And if you ever feel that you have to 
withdraw from the plan, that won't cost you 
a penny either. We simply close your account 
and send you whatever stocks or dividends 
we may be holding—plus full cash value 
for any partial shares. 

How do | get started? 

Just fill out the coupon below, and we'll 
send you a membership blank together with 
our booklet which gives you complete de- 
tails on the Monthly Investment Plan. 


S 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 


“Invest — for the better things 
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Where bottle cars help 


mix a molten cocktail 


It takes a lot of space to hold a steel 
plant, especially one as big as Great 
Lakes Steel, division of National Steel. 
Here materials must frequently be 
moved over considerable distances, 
from one part of the plant to another. 
This calls for speed and accuracy in 
material handling if all the carefully 
meshed steel-making operations are to 
be kept in balance. 


An example is the giant bottle cars 
used on Great Lakes own private rail- 


road. Holding more than 100 tons of 
molten pig iron in a single load, cars 
such as the artist has pictured here 
transport the “hot metal” over two 
miles from blast furnaces to open 
hearth furnaces where it is combined 
withother materialsand madeintosteel. 


Lined with firebrick, these ingenious 
cars operate somewhat like a gigantic 
vacuum bottle and can keep their loads 
in a molten state for many hours. The 
magnitude of this steel-making oper- 


NATIONAL 
STEEL 


ation is emphasized by the fact that 
three and one-half of these bottle cars 
are needed to transport the pig iron 
from a single tapping of one of Great 
Lakes’ four giant blast furnaces. 


Here, as in all its far-flung operations, 
National Steel uses the most modern 
methods and equipment to produce 
more and better steel. Completely in- 
tegrated and entirely independent, 
National Steel continues to go forward 
in the vanguard of steel progress. 








SEVEN GREAT DIVISIONS WELDED INTO ONE 
COMPLETE STEEL-MAKING STRUCTURE 


Weirton Steel Company 

Stran-Steel Division Hanna Iron Ore Company 

The Hanna Furnace Corp. National Mines Corp. 
National Steel Products Co, 


CORPORATION 


PITTSBURGH, PA. 


NATIONAL STEEL 


GRANT BUILDING 


Great Lakes Steel Corp, 


AN INDEPENDENT COMPANY OWNED BY MORE THAN 19,000 STOCKHOLDERS 
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The Trend of Events 


AN EARLY TEST . . . No doubt, in coming months, 
there will be a good deal of Congressional opposi- 
tion both in and out of the President’s party, to 
various phases of his program. Party lines will be 
crossed and it may be difficult, at times, for the 
Chief Executive to see where his support is coming 
from. Probably the greatest immediate test of 
Mr. Eisenhower’s leadership will be the Bricker 
amendment for this has its largest support among 
many of the most influential leaders of the Presi- 
dent’s own party. As it will come up for vote quite 
early in the current session, its fate is apt to have 
a profound effect on the success of the Adminis- 
tration’s legislative program. Unless the President 
can manage to summon up enough support to de- 
feat this amendment, which involves the constitu- 
tional power of the Executive branch of the govern- 
ment, the strength of his leadership may be dis- 
puted and he may consequently have trouble in 
getting some of his important recommendations 
adopted. 

The President, thus far, has taken the more diffi- 
cult course of pressing his program home without 
much regard to political con- 


success with Congress will improve substantially, 
but, first, he must show that he is prepared to deal 
forcefully with the law-making body. He has potent 
means at hand to accomplish this purpose. Above 
all, he possesses the priceless asset of widespread 
public eteem and admiration. Further, he has laid 
out a course which is generally considered sound and 
far-sighted. Confidence in himself and in the trust 
which the people have in him should give him the 
necessary strength to maintain effective leadership, 
despite the obvious obstacles. 


HERALD OF A NEW AGE... On Thursday of this 
week, the Nautilus, first atomic-powered vessel in 
history, will be launched at New London. A spec- 
tacular naval accomplishment, it is a symbol of im- 
mense potential importance to the security of the 
United States. But even this is transcended by its 
significance as one of the first great events ushering 
in-:a new era of atomic power for universal rather 
than exclusively military use. 

Many have thought that widespread application 
of atomic power to industrial use would not be pos- 
sible for at least another gen- 





siderations. This is a bold un- 
dertaking in an election year. 
Yet it may prove politically 
the wisest plan provided he 
continues to speak, as he has 
been doing, directly to the 
people. Congress will do what 
it thinks the people wants. If 
the people indicate that they 
approve the President’s rec- 
ommendations, his chances for 





We recommend to the attention of our 
readers the analytical discussion of busi- 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


eration. The speed with which 
the idea of the Nautilus was 
conceived by naval engineers 
and atomic scientists and 
brought into concrete being 
shows that we must readjust 
our vision of the future and 
prepare, much sooner than an- 
ticipated, for the atomic age. 
The President has already 
(Please turn to page 536) 
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be he House Ways and Means Committee is 
now at work formulating a new tax bill. In 
belated recognition that many classes of citi- 
zens are unfairly penalized by some existing 
tax provisions, it is advocating certain meas- 
ures of relief. Of particular importance to 
investors is the fact that this Committee has 
within the last few days taken a definitive 
step to partially eliminate the inequitable 
“double taxation of dividends.” 


1. Elimination of ‘‘Double Taxation” 


Under our present laws and those which 
have been in effect since the inception of the 
Income Tax Law, investors are subject to a 
double tax—one, a direct income tax on divi- 
dends received, and the other an indirect tax 
on their proportionate share of the company’s 
profits. Thus, the government effects a double 
squeeze—once, on the company itself and, 
again, after these corporate taxes have al- 
ready been paid, on individual dividend 
income. 

Not only is the investor unfairly penalized 
through double taxation on dividends and 
investment, therefore, made less attractive, 
but the corporations are also placed in a dif- 
ficult position since it restricts their ability 
to secure new capital through common stock 
issues. To alleviate this situation, the Com- 
mittee has adopted a proposal to grant relief 
through a three-year program of stepped-up 
reductions in taxes on dividends. 


2. Capital Gains Tax 


This uneconomic and essentially inequit- 
able tax has been the source of a great deal of 
mischief among investors, has had an enor- 
mous effect on the securities markets and has 
distorted the standards by which investors 
must make vital decisions. The capital gains 
tax originally was imposed as a _ political 
measure to penalize the “rich” and to limit 
speculation in days when the Stock Exchange 
was considered a den of iniquity. Actually, it 
has been a burden on all classes of investors 
and speculators alike. 

Even from the government’s point of view, 
it is doubtful if the returns brought into the 
Treasury through the capital gains tax have 
been sufficient to warrant its retention. While 
precise figures on these returns are not avail- 
able, it is considered doubtful that the capi- 
tal gains tax produces much more for the 
Treasury, on the average, than several hun- 
dred million dollars annually. This is a trivial 
amount compared with the $21.5 billion paid 
by corporations in the fiscal year ended June 
30, 1953 and the $37.2 billion received in the 
same period from personal income taxes. 


The Raght Kind of Tax Rebof 


According to these figures, the entire capital 
gains tax could be eliminated without affect- 
ing total government receipts, except to a 
very minor extent. 

Furthermore, abolition of the capital gains 
tax penalty would unquestionably encourage 
investors who have been reluctant to sell 
long-term holdings purchased at materially 
lower prices owing to the large tax involved, 
to dispose of such securities and thus add to 
the liquidity of the market. It is worth noting 
that the capital gains tax doesn’t exist in 
Great Britain and Canada which have long 
recognized the distinction between capital 
and income. 

If this inequitable tax cannot be abolished 
forthwith, it is at least urged upon Congress 
that three steps with respect to existing pro- 
visions be taken to improve the status of 
investors. First, the waiting period shou!d be 
reduced from six to three months; second, the 
rate should be reduced from the present 25% 
to the former 1214%; and third, the loss 
carryover provision should be liberalized. 

We believe these improvements to the 
existing statutes would not only widen the 
scope of the securities markets but, in the 
long run, bring in greater revenue to the 
Treasury than under present conditions. 


3. Depreciation Charges 


For many years, business and industry has 
had the legitimate complaint against Treas- 
ury rulings that they were unable to charge 
off enough to depreciation to permit replace- 
ment of plant and equipment without loss 
during a period of rising prices. The House 
and Ways Committee is now considering a 
proposal whereby two-thirds of the cost of 
new construction could be charged off during 
the first five years of existence. This would 
extend to ordinary business and industry the 
same tax privileges permitted under the 
accelerated amortization plan under which 
new defense plants are built. Liberalization 
of existing provisions would undoubtedly 
spur new construction and facilitate the re- 
placement of old equipment with new. 

We believe the various improvements sug- 
gested in the above are needed, particularly 
in this period of economic adjustment. We 
believe that any loss in revenue to the gov- 
ernment that came about as a result of a 
more liberal policy in tax regulation would 
be more than compensated for in future 
years. Accordingly, we urge our readers to 
write to their Congressmen and Senators in 
support of the measures advocated as a logi- 
cal step in freeing the economy from unneces- 
sary shackles. 
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As 9 See Jt! 


By E. D. KING 


THREE WEAK POINTS IN THE DEFENSE SYSTEM 


ties years of unremitting effort and expense 
in developing a sound defense system in Europe 
against the Soviets, we now find the underpinnings of 
this structure menaced because two of its supports, 
France and Italy, are subject to increasing Com- 
munist-leftwing pressure, and the third, Yugoslavia, 
may some day embrace neutralism, if it does not in- 
deed eventually revert to its old-time alliance with 
Moscow. 

Each of these countries represents a vital link in 
the over-all defense of Free Europe. France is a cor- 
nerstone of the military alliance in Western Europe; 
Italy is vital in the defense of the Mediterranean; 
and without Yugoslavia firmly tied to our mutual 
system of defense, Greece and Turkey are outflanked. 
In such a position, the dependability of the three 
nations is of paramount importance to the United 
States. What is the actual situation? 

In France, we find hopeless confusion. The stand- 
by Laniel government has no real authority and the 
new Premier, whoever he may be, probably will not 
have more. The Communist party, realizing that the 
old Stalinist line was out-dated, has been craftily 
laying the groundwork for a new Front Populaire, 
that old friend of neutralism. 
Already, there is talk of re- 
vitalizing the Soviet-French 





nahi be STRENGTH IN- WEST EUROPEAN bre eal 


So France is one weak point in our defense system. 
Italy is another. There is no longer a stable govern- 
ment there and the communists are steadily gaining. 
It is not surprising that recent political developments 
in Italy have caused acute disquiet in our State 
Department. Furthermore, it must not be forgotten 
that the strategic strength of the Italian Communist 
party is not limited solely to its own membership but 
is increased through its strong ties with Nenni’s 
extreme left-wing party. It is now by no means incon- 
ceivable that if national elections were called, the 
Communist party, together with its ally, could take 
over. One has only to think of the crucial part that 
Italian naval bases play in the Mediterranean strategy 
of the Western alliance to see how this would imperil 
our dominance of the sea route between Gibraltar 
and the Suez. 

In Yugoslavia, the third weak point, there are signs 
of a resumption of normal relations between that 
country and Moscow. Tito, himself, may still be anti- 
Soviet but many of his associates, strongly-indoc- 
trinated communists, look back with longing to their 
old relationship with the (Please turn to page 536) 











mutual aggression pact which 





7 First Post. War ‘an _ Latest Gund ‘ection | — 





is still technically in force. 
Friendly gestures have been 
recently made to Moscow in 
which not only leftist leaders 
but even some conservatives 
have joined. One must not 
ignore the fact that there is a 
strong tradition of friend- 
ship between France and 
Russia. Finally, the French 
people, as a whole, want to 
free themselves of the Indo- 
China war, though they are 
quite aware that this would 
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affect our strategy in Asia. 
In all likelihood, unless we 
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ourselves took up the fight, 
this could go far toward nul- 
lifying the effects of our re- 
sistance to communist ag- 
gression in Korea. It is ob- 
vious that withdrawal of the 
French from Indo-China, be- 
fore we are able to build a 
viable defense structure in 
what is left of Free Asia, 
could open the way for an 
inundation of Southwest Asia 
by the communists, with re- 
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sults that would be catastro- Together with other left-wing 


phic to the cause of the free 
world. Guardian survey.) 
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ts, C ists show parliamentary gains in Italy and France, 


the latter especially. The chart shows the French situation at the end of 1951, but new gains in 
Communist strength since should be allowed for. (Reproduced from N. Y. Times and based on Manchester 
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Market Weighs New Earnings Prospects 


Selective recovery tendencies in stock prices went further over the last fortnight, with the 
market currently paying more heed to tax considerations, money-rate factors and the pros- 
pect of generally satisfactory dividend maintenance than to business recession. Sustained 
broad advance remains unlikely. There is no change in our conservative policy. 


By A. T. 


as the whole, despite many cross currents 
within the market, investors remain more willing 
to hold or buy stocks than to sell. The reduction in 
personal income tax rates, and the slight cut in the 
maximum levy on long-term capital gains, effective 
at the start of this year, have so far induced rela- 
tively little profit taking in stocks which have risen 
since last September. Where these are prominent 
and good-grade stocks, as is mostly so, institutional 
buying has imparted fresh strength in some in- 
stances; and in others has offset profit taking ry 
individual investors. 
Although the emphasis is still heavily on quality 
and special-situation profit opportunities, some of 
the depressed stock groups have had further tech- 


MILLER 


nical rallies, resulting from cessation of the Novem- 
ber-December tax selling, even though at a reduced 
pace as compared with the first few trading sessions 
after the turn of the year. Examples include farm 
machinery, coal, soft drinks, gold mining, apparel 
chains and sugar. 


Recent Market Pattern 


Among the relatively advanced stock groups, large 
profits are available in aircrafts, electrical equip- 
ments, some chemicals, small-loan issues, packaged 
foods, food stores, dairy products, paper stocks and 
tire stocks among others; but they are not yet being 
cashed in on any important scale. 

The pattern of the market so far in 





MEASURING MARKET SUPPORT 





“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS® 
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1954 has been (1) strength in the initial 
trading sessions, taking the Dow in- 
dustrial average, but not rails or utili- 
ties, a shade above its best December 
level, thereby slightly extending the 
post-September recovery swing; (2) a 
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port was quickly met; and (3) renewed 
strength which gained in vigor late last 
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| AS INDICATED BY TRANSACTIONS } 


week, following news that the House 
Ways and Means Committee had ap- 





proved, on Administration recommen- 
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dation, a schedule of tax credits for 











dividend income, to be effective next 





August 1, amounting to 5% in the first 
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year, 10% in the second and 15% for 
the third and all subsequent years, plus 
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220 blanket exemptions which are $50 in the 
first year and $100 thereafter for single 








MEASURING INVESTMENT AND SPECULATIVE DEMAND 


returns and double these figures for 
joint returns where both spouses have 











dividend income. 
Assuming adoption by Congress, this 
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could be a stimulating investment fac- 
tor of considerable importance, as more 
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PPC Re eer re era a result, demand for stocks, particularly 
oo" f in the case of better-grade dividend 
M.W.S. 100 LOW PRICED STOCKS | bi payers, broadened substantially in last 
rea pene ar seer , \ | | Friday’s trading session, and improve- 
‘ ee ee er i___1_ 100 ment was maintained up to our Monday 
NON. DEC. suai press-closing time this week. 


It lifted the Dow industrial average, 
as of the close of last week, to 286.72, a 
level only some 7 points under the bull- 
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market high recorded 
early in January, 1953, 
and about 31 points over 2oo 
the low of last September. 
It left the rail average a 190 
fraction under its rally 
high of early December, ite 
over 14 points under its 
bull-market high of late 
1952, and less than 8 
points above its Septem- 
ber low. The Dow utility a 
average, which set a bull- 
market high of 53.88 last 210 
March and fell to a low of 
47.87 in June, edged up to 260 
within a small fraction of 
the paw high. This aver- — 
age includes some gas pipe | pow 

line stocks, Electric power ** | RAILROADS 
stocks, on an over-all ‘ia 
basis, are at a new post- i 
war high. 


110 


DOW JONES 


It cannot be over-em- 90 
phasized that this is a 4 
“market of stocks.” There 52 
are bull markets in elec- 
tric utilities and a minor- = 
ity of high-grade indus- 48 


trials, including some in- 5 
come stocks and some : 
growth stocks. Institution- ; 
al money is going largely 
into income stocks, which 0 
are favored by current 
strength in the bond mar- 
ket and prospects that 
long-term interest rates 
are more likely to remain 
easy or ease further in the course of 1954 than to 
rise, and into selected growth stocks. Accumulating 
pension funds are going into stocks at a rate of 
probably something over $300 million a year. This 
is not large relative to total stock transactions; but 
it is concentrated in a minority of stocks, taking 
more and more shares out of the market. It is im- 
portant at least for the minority of stocks meeting 
trust requirements. Mutual funds also are sstill 
buyers, on balance. 

The great majority of individual industrial and 
rail stocks are in a bear market, or a trading-swing 
market or a do-nothing market—certainly they show 
no indication of significant advancing tendencies. 
For that matter, the pattern of the Dow industrial 
and rails averages, if not dynamically bearish, has 
been non-bullish for over a year. Despite the current 
cheerful tone of the market, it remains to be proven 
that the upswing of recent months is anything 
more than an intermediate recovery, whether 
figured in terms of the Dow industrials and 
rails or our broader weekly indexes. The Dow 
averages are working into an area of formidable 
supply. Unless the major highs made over a year 
ago are to be surpassed—a dubious proposition—there 
is more leeway now on the down side than the 
reverse. 

Institutional demand cannot prevent at least 
trading-range downswings in average stocks prices 
—or even in so-called “institutional stocks’. Note the 
swings over the past year or so, for instance, in 
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General Electric, National Lead, du Pont, Shell Oil 
or other typical favorites of institutional buyers. 
Note also that the spread between demand and sup- 
ply, as shown on the chart on the opposite page, is 
so uncommonly wide on the favorable side that it is 
unlikely to remain that way very long. As judged 
by past behavior of this technical indicator, a sell- 
off of some proportions may be in the making. 


The Principal Influences 


The main factor on the restraining side is expec- 
tation of at least a moderate recession in business 
activity and corporate earnings this year. Unless 
it is more than moderate, adequate allowance for it 
may have been made by the nine-month market ad- 
justment into last September—but what it actually 
will amount to is guesswork at this stage. A less 
favorable economic climate—what the President has 
called a transition from a wartime to a peacetime 
economy—has long been anticipated. It is substan- 
tially discounted by price-earnings ratios and divi- 
dend yields, the former medium-low on historical 
perspective, the latter medium-high. Constructive 
tax adjustments are on the supporting side. Also on 
the supporting side, as heretofore noted, is down- 
ward pressure on money rates and the promise that 
dividends, on average, will hold up better than 
business or earnings. Although the relationship is 
far from precise, it is a fact that over the years the 
market has had a closer correlation with annual 
change in total dividends, (P’ease turn to page 536) 
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By HAROLD DuBOIS 


(Editor's Note: This is the first part 
of an analysis and appraisal of Presi- 
dent Eisenhower’s major economic 
recommendations to Congress, and 
covers the State of the Union Message. 
In the next installment, we will deal 
with two of the most important of suc- 
ceeding messages, namely, the Budget 
and Economic Report.) 


a Eisenhower’s State of 
the Union Message may be likened to 
an architect’s plans submitted to the 
public for acceptance, revision or re- 
jection, with Congress acting as agent 
of the people. 

It is a paper of significance. Con- 
gress has come to expect Chief Execu- 
tives to speak in pleasant generalities, 
declare for good, decry evil, step on 
no toes. This year the President went 
beyond performance of a constitutional 
duty, delivered a political and economic 
message in confident word and voice, 
put it squarely up to congress to act 
wisely or explain its failure. 

Except for a few words of compli- 
ment to achievements by this Administration, it was 
almost wholly non-political, carried no harsh criti- 
cisms, but pointed out that improvements have come 
about, made it clear that Ike believes the same course 
of action can produce even more. 

In his Message, the President profoundly indi- 
cated his awareness that the country looks to him to 
expound a valid political and economic leadership 
that must inevitably have massive effects on the 
nation for years to come. As such, it was one of 
the most important State papers in years for it coin- 
cides with a great turning point in American affairs, 
both internationally and on the domestic front, and 
clearly disclses the nature of the coming transition 
from war to peace. This will remain true regardless 
of the fate of individual proposals. 

With many major problems deserving separate 
messages it was obvious that not all subjects dis- 
cussed in the first appearance could be written with 
fine-pointed pen. Some came out in brush strokes. 

Take the explosive subject of labor, the cause of 
the only huffy resignation from the Ike cabinet. So- 
cial Security extension, long talked about and de- 
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tailed, came in for repeat treatment. But on the 
Taft-Hartley Act, there was only this: 

“The Labor Management Relations Act of 1947 
is basically a sound law. However, six years of ex- 


perience have revealed that in some respects it can | 
be improved. On January 11, I shall forward to the | 
congress suggestions for changes designed to rein- | 


force the basic objectives of the Act.” 

But there were sturdy grips to cling to at other 
points: based military forces at Okinawa indefinitely, 
which seemed to answer the charges that we are 
pulling out of Korea; a NATO (North Atlantic 
Treaty Organization) kept strong, which was tanta- 
mount to saying we must spend or relax the initiative 
against communism which the President said now 
exists; development of atomic power for defense, 
without losing sight of the warlike potential and the 
need for preparedness in that department—again, 
an apparent answer to the question whether we 
might be dropping our guard too hastily in dealing 
with other countries; a flat declaration in favor of 


the St. Lawrence Waterway program, for the se- | 
curity and economic benefits that will flow to this | 
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country and the maintenance of historical friend- 
ship with Canada—taking a position on a much con- 
troverted subject, meeting it head-on; stronger em- 
phasis on navy and air force spending, with lessening 
of dependence on the army, an objective which is 
calculated to line up for battle the political and 
lobbying strength of all three arms; one billion 
dollars more in fiscal 1954 than in fiscal 1953 for 
continental defense measures, coming at a time when 
the pro and con on defense spending is a small war 
in itself; frank admission that piercing the national 
debt ceiling is the alternative to ignoring payments 
which must be made—a statement that may cost the 

President sorely needed backing on Capitol Hill, 
especially among the southern democrats who look 
to Senator Harry F. Byrd of Virginia, to call the 
voting signals; thumbs down on nationalized medi- 
cine, but with federally-supported research programs 
continued and expanded, and with government re- 
insurance within currently un-defined latitude for 
private health insurance programs. 

The above is only a summation of part of the 12- 
page mimeographed report to which congress 
listened. 

That is not to say that there were no passages 
which will be party-line challenged. To find that the 
Korean situation is in hand is, at least, to emphasize 
the brighter side; the flat assertion that the economic 
picture has improved in the past year will call for 
the amplification it later will get, in the light of the 
recent meetings here at which 300 economists agreed 
the country is in a recession, disagreed only as to its 
extent; the seemingly everlasting argument about 
who was fired for what, is re-kindled by the Presi- 
dent’s assertion that 2,200 persons have been “sep- 
arated” from the federal payroll under the security 
program—no breakdown among commies, fellow 
travelers, deviates, plain drunks, etc.; the call for a 
sound natural resources program is principally a 
repeat in thought, if not in precise language, of a 
long parade of State of the Union messages which 
preceded; continued federal-aid for highway con- 
struction, preserves the status; call for higher postal 
rates is a perennial; announcement of a hoped-for 
national conference on school problems will be labeled 
a postponement by many who won’t have the answer 
to what alternative there is; citizenship for Hawaii, 
and a minimum voting age of 18, have their backers 
and their values, no doubt, but they were properly 
placed near the end of the message. 

_ Yet it will be referred to often. Business and poli- 
tical groups will compare segmented parts of the 
Kisenhower program as it unfolds with the blueprint 
bearing the date of Jan. 7, 1954. It will determine, 
to the satisfaction of many, whether the White House 
is still strong or is wavering; whether the goals and 
the methods are being kept in sight. Earlier mes- 
Sages were expressions of hope; this was a clear 
plan, backed by some of the specifications. 

Early evaluations in congressmen’s press state- 
ments—both parties—can be treated with a yawn. 
Most of them were drawn in advance of delivery of 
the report, expressed preconceived notions. 

_ Republican leaders in congress had a large part 
in casting the document. They knew what to expect; 
not all of them were in agreement on all points, but 
none of them disagreed with all of it during the 
White House conferences last month. 

_ Democrats fumed at the fact their leaders were 
Invited in only after the message was in print, 
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given the chance to vote “aye” or not vote at all. 
They chose the latter course. But none could recall 
when a President of their own party had called re- 
publican leaders in to preview, criticize if they 
willed. Even get a headstart on partisan opposition, 
if so inclined. 


President Speaks to Nation 


No clairvoyant powers are needed to uncover the 
fact that the President was not interested solely in 
telling his story to the lawmakers, republicans and 
democrats alike. Read and re-read, the message 
brings this into focus: Ike was going to the Nation! 
It was written and delivered in a manner best de- 
signed to go beyond the physically assembled audi- 
ence and reach those who would read, hear, and see, 
through the printed word and the marvels of com- 
munications. 

The President had heard murmurings grow into 
rumblings and even reach the point of threat. He was 
on notice that things could be better on the legis- 
lative side; he knew his foes were entrenched 
against the foot soldiers of his stalwarts. He needed 
the voice of the people to (Please turn to page 528) 
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Prospects for 


Leading Industries 


PART II By GEORGE W. MATHIS 


#. the first section of this review and fore- 
cast of business and industrial conditions, we com- 
mented on changes taking place in three basic com- 
ponents in the national economy, viz: government 
expenditures, capital investment and consumer buy- 
ing. In this section, we will discuss these figures in 
somewhat greater detail insofar as they are likely 
to influence the volume of business in 1954. 

(1) Government spending. On a calendar year 
basis, it is estimated that the government cash out- 
lay for 1954 will be approximately $71.5 billion, 
compared with $78 billion in 1953. This is a cut of 
about $6.5 billion and will mainly come out of 
military hardware and maintenance of defense per- 
sonnel. Owing to the presumptive changes in the 
defense department program, it is likely that cuts 
will be felt by manufacturers of the heavier ordnance 
types, such as tanks, heavy tractors and similar high- 
cost equipment with preference given to aircraft 
and electronics manufacture. To this must be added 
full maintenance of the atomic program. Subsidiary 
but important is the prospect for virtual ending of 
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accelerated amortization for new defense 
plants. 

It is more likely that these cuts in cash 
outlay for defense material will be felt in 
the second half of the year than in the first 
half as many phases of armaments manu- 
facture await completion during this period. 
Industries that are directly involved are 
steel, machinery and machine tools, and non- 
ferrous metals, all of which face lessened 
demand from government stimulated - pro- 
jects. 

To gain a better perspective on the effects 
of the over-all cut in government cash ex- 
penditures for 1954, it is necessary to com- 
pare these projected totals with those of 
previous years. The approximate figures are 
as follows: for 1954 (est.), $71.5 billion; 
1953, $78 billion; 1952, $73 billion; 1951, 
$58 billion, and 1950, $42 billion. It will be seen 
that the anticipated total for 1954 is still impressive, 
compared with all years but 1953 and, in fact, is on 
almost a par with 1952, a very big year in gov- 
ernment spending. 

Taken by itself, the coming cut in government 
outlays, while substantial, is not entirely conclusive 
as indicating the major trend for business during 
the coming year. This must be considered in con- 
nection with the other two major facets of the econ- 
omy-capital expenditures by private industry, and 
total consumer buying—in order to obtain a valid 
estimate of the impact of the trend of these com- 
bined factors on the total economy. 

(2) Capital expenditures. A decline of moder- 
ately over $1 to $2 billion in expenditures for plant 
improvement, including new facilities and equip- 
ment and modernization of older plants is antici- 
pated for 1954. This would bring the total down 
below an annual rate of $27 billion, compared with 
$28 billion in 1953. This figure is still well in excess 
of the $26.4 billion for 1952 and $25.6 billion in 
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1951. Apparently, forward plans for capital invest- 
ment by business and industry have not been affected 
substantially as yet by prospects for a downturn in 
sales though this may change later. Public utility 
construction in the first quarter of 1954 is expected 
to exceed that of the final quarter of 1953, with an 
annual rate of $4.5 billion against an annual rate 
of $4.3 billion. Modest downturns in expenditures 
for new plant and equipment are expected for both 
manufacturing, mining and railroads. On the other 
hand, commercial construction should be main- 
tained for some months at peak 1953 levels with an 
estimated annual rate during the first quarter of 
next year at slightly under $8 billion. 

It can be seen that the anticipated decline in 
government spending will probably not have a com- 
parable effect on private capital investment, as a 
whole, and, in fact, that the generally high main- 
tenance of this factor will tend to overcome though 
it will not entirely compensate for the loss to in- 
dustry by the drop in government cash outlays 
during the year. 

(3) Consumer Buying. It is in this area that con- 
siderable uncertainty exists. Owing to the usual 
delay in publication of government data on personal 
consumption expenditures, it is impossible to give 
an accurate picture of the current trend. Second 
and third quarter consumption figures were rela- 
tively static at $230-$231 billion but from various 
trade and industry reports, it is indicated that a 
decline took place in the final quarter. Supporting 
this estimate, is the increase in the percentage of 
net savings to disposable income which has now 
reached the highest level for some years, with the 
exception of the third and fourth quarters of 1952. 
This would tend to show a more conservative general 
buying attitude, which is confirmed by conditions in 
the automobile, appliance and clothing industry. Only 
food and service expenditures are being maintained 
at peak levels. 





turn in business in 1954 may be measured against 
these figures. 

_ In the first section of this review, we covered basic 
industries such as railroads, public utilities, steel 
and automobile. In this section, we cover such im- 
portant industries as textile, paper equipment and 
miscellaneous groups. 


RAILROAD EQUIPMENT-In early 1954, expendi- 
tures on equipment by railroads are running at the 
lowest level since Korea, fully 10% below expendi- 
tures in the early part of 1953. The outlook is for a 
further decline in orders and deliveries of rail equip- 
ment as 1954 progresses. 

Shipments of freight cars by equipment manufac- 
turers (as opposed to production in captive shops of 
railroads) ran at about 5,000 per month in the last 
half of 1953. This level is considerably below earlier 
expectations, and also well below the rate of ship- 
ments which had been considered necessary by the 
ICC only eighteen months ago. Unfilled orders for 
freight cars dwindled rapidly during 1953, and by 
year-end stood at a level roughly half the level at the 
beginning of the year. Unfilled orders for diesel loco- 
motives had likewise shrunk, and backlogs for steam 
locomotives were virtually non-existent. 

Demand for locomotives and rolling stock is now 
almost at a standstill, as a result of the sharp de- 
cline in freight traffic in recent months. Throughout 
the fourth quarter of 1953 freight car shortage re- 
ports were running at about one-third the level of late 
1952. Carloadings were off as much as 10% from 
a year ago, while the number of serviceable cars was 
considerably higher. Demand for rail, and other 
maintenance-of-way items such as signal equipment, 
has continued much stronger than the demand for 
rolling stock, but it would not be surprising to find 
this demand easing in early 1954, as long as rail- 





Consumption levels are affected by em- 
ployment and wage totals. From recent 
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indications, a definite trend toward lower 
employment has set in, albeit on a still 
comparatively moderate scale, Further- 
more, pressure from retailers on manu- 
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facturers for lower prices is in direct re- 
sponse to the obvious fact that retail 
prices cannot any longer be safely in- 
creased without meeting consumer re- 
sistance. 
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Some of the decline in the federal govern- 
ment cash outlay will probably be offset by 
an increase in state and local government 
spending, but there will be a net loss in 
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Probably, the size of the anticipated down- 
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road income continues at its currently lower level. 
The great reduction in long-haul freight shipments 
of goods destined for Korea, and the reduction in 
shipments associated with inventory liquidation in 
many heavy industries, has resulted in an excess of 
rail haulage capacity over current needs (witness 
recent sizable layoffs among both operating and 
maintenance personnel of leading roads). 

Earnings of companies producing railroad rolling 
stock are notoriously cyclical, and reports for the 
last half of 1953, which are not yet available, are 
unlikely to be very good. Except for the special 
producers in the field (such as Bethlehem Steel, 
which manufactures a considerable amount of way 
equipment directly for roads) equipment manufac- 
turers were out of the excess profits bracket by late 
1953, and will benefit little or not at all from the 
expiration of the tax. 


FARM EQUIPMENT -—Manufacturers of farm 
equipment saw their markets shrink rather con- 
siderably in 1953, owing to (1) deterioration in the 
earnings position of the farmer, (2) a natural re- 
action to the farm machinery boom that has been 
in progress ever since the war, and (3) allotment 
cutbacks incident to federal efforts to get the farm 
surplus situation under control. It seems probable, 
however, that farm equipment makers may have 
seen the worst of their adjustment, and that sales 
in 1954 will not be materially lower than in 1953. 
Members of the industry were deep in the excess 
profits bracket in 1952, and still well within it in 
1953, partly because of a considerable volume of 
government subcontracting. A relatively stable sales 
level in 1954, combined with expiration of the excess 
profits tax, thus implies an earnings performance 
not materially below current levels. For some manu- 
facturers, earnings may actually rise. 

The striking thing about the market for agricul- 
tural machinery is the very high level of protection 
it is now afforded by farm support mechanisms, and 
by the continuing good balance sheet position of 
American agriculture. In 1953, for the first time in 
the postwar period, the net worth (assets less all 
debt, including real estate) of agriculture declined. 
But the decline was infinitesimal compared with the 
enormous growth of the postwar period. Farm debt 
is now negligible, in comparison with prewar years, 
and both the physical and financial assets of farmers 
are several times their prewar levels. Agricultural 
experts now estimate that if total farm income is 
about unchanged in 1954, net farm income and ex- 
penditures on farm machinery may be unchanged 
or a shade higher. Exports of agricultural ma- 
chinery, while not expected to equal the boom post- 
war years of the Marshall plan, are not expected to 
subside below their 1953 level of about $160 million. 


OFFICE EQUIPMENT-tThe outlook for the office 
equipment industry continues to be highly favorable, 
particularly for cost-saving accounting, recording 
and computing devices, and most particularly for 
card accounting systems now produced by virtually 
all the major office equipment manufacturers. Im- 
portant factors affecting the industry in 1954 are 
(1) an apparently continuing high rate of business 
formation, which, at the close of 1953, was still 
running as much as ten times the rate of business 
failures; (2) intense incentive to reduce overhead 
costs as volume subsides somewhat from the hectic 
pace of 1953; (3) the highly liquid position of 
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business, at the same time that expansion of manu- 
facturing operations is no longer as imperative as 
it was in earlier years of the boom; (4) rapid tech- 
nological improvement in the products of the indus- 
try, including more widespread adaptation of elec- 
tronic techniques to industrial purposes. 


Prices of office machinery were stable to slightly 
rising in 1953, and margins of the industry are 
characteristically wide. Most members of the in- 
dustry (particularly the larger members who retain 
a large volume of electronic work for the defense 
effort) are heavily in the excess profits bracket, and 
expiration of the tax means a major enlargement of 
earnings potential. The industry’s own capacity is 
still expanding rapidly and it may be considered a 
growth industry whose 1953 earnings appear more 
than assured in 1954. Increases in the industry’s 
costs in 1954 (including an increase in its average 
steel costs for the year as a whole, and a probable 
increase in its labor costs and outlays for research) 
should be more than offset by expanding volume. 


NONFERROUS METALS-—The profits outlook for 
nonferrous metals companies in 1954 now appears to 
vary widely with the individual metals. For the two 
basic nonferrous metals, aluminum and copper, the 
outlook is for intense competition between the two, 
but, on the whole, comparatively satisfactory profits 
(although not equal to the substantial profits of 
1953.) For other metals, the profits outlook is quite 
different. 

Domestic deliveries of refined copper in 1953 
amounted to about 1.5 million short tons, very 
slightly in excess of the 1952 level. The better profits 
performance of copper companies in 1953 reflects, 
of course, the sharp rise in the base price of copper, 
from the 24.2 cents per pound of 1952 to the average 
of about 29.6 cents in 1953. Total copper production 
in 1954 is not expected to exceed 1953, and may fall 
somewhat short of the 1953 level. At the same time, 
despite the probability that the U.S. government will 
stand ready to absorb a part of any excess copper 
that may appear on the domestic market, copper 
experts are in agreement that the 29-30 cent range 
in copper prices is temporary, and that sometime 
during the year the price will move sharply down- 
ward—very possibly to below the price that pre- 
vailed in 1952. The Chilean government’s recent ex- 
pression of willingness to sell its copper at the pre- 
vailing U.S. price makes this the more likely. 

However, the rise in copper prices in 1953 left 
copper producers far in the excess profits bracket, 
and expiration of the tax will act as a substantial 
offset to the loss of income resulting from price 
reduction. Net earnings of copper companies are 
likely to lie somewhere midway between their 1952 
and 1953 performances. 

Aluminum companies continued to enjoy a sub- 
stantial growth in total capacity and production in 
1953, and their markets, aided by some of the most 
aggressive market research departments in America, 
have continued to expand, particularly in construc- 
tion and communications products. Production rose 
from about 1.9 billion pounds in 1952 to about 2.5 
billion in 1953, and capacity at the end of the year 
amounted to close to 2.8 billion pounds. 

1954 is likely to witness a temporary halt to the 
growth of this industry, mainly because of its greatly 
increased capacity. It is also possible pressure on the 
aluminum price will (Please turn to page 522) 
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by monetary controls? 
wS In a recent statement that received world- 
wide publicity, Mr. Colin Clark, the eminent 
British economist, made the rather aston- 
ishing point—along with a gloomy interpre- 
tation of American prospects—that monetary 
stringency may not be as strong a factor in 
a business decline as is commonly supposed. 
If that premise is accepted, its corollary, 
that monetary ease would not be a powerful 
- factor in raising the level of business ac- 
tivity, would also be valid. Yet we know that 
the government, if necessary, is preparing 
to exert the full force of its authority to 
make credit plentiful at low rates in the 
hope of stabilizing the economy. 
The fact of the matter is that ease of 
monetary controls is required when con- 





ditions indicate that deflationary forces may 











be strongly in the ascendant. Last spring, 
the situation was reversed when the con- 
tinuation of the inflationary trend held over 
from 1951-1952 and which had reached a 
high plateau, caused the Treasury and Fed- 
eral Reserve Board to adopt a hard money 
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% th Ett E th policy. That the results were unfortunate 
eee =# 7 was due not to the principle behind the act 
rei = but poor timing, and, also, seeming un- 

E | fs awareness of the possibility that the infla- 
_ E ap tion indeed was on the verge of halting. 
4 i eB de> ee That an error in judgment was made, soon 
ok HE = after rectified by a reversal in policy, does 
not warrant the conclusion that future 
i i ea a ee ie ie ee credit control may not prove effective as an 
' p element in resistance to negative forces in 
oe ae f : the economy. 

ES} SE EE a RE a eg ee 

8 See he ee ee ee ERG E Ss fe ie is Monetary Control vs. Fundamental Factors 
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What is cia to Make 
LOW MONEY 
RATES WORK 


By HOWARD NICHOLSON 


eis thoughts agitate businessmen and _in- 
vestors to-day. First, accepting the viewpoint that 
a downturn has already started, they want to know 
how far it is likely to go if left to the normal work- 
ings of our economy. Second, they would like to 
know how far the government is prepared to go to 
arrest this possible trend and, especially, whether 
the credit mechanism available to regulate the scope 
of the adjustment will be used effectively. Perhaps 
the second question should be put as follows: can 
a downturn in business that could possibly develop 
into sizeable proportions actually be held in check 
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Three factors are involved in the effec- 
tiveness of such control under the decisive 
basic economic conditions. The first of these 
is judgment as to the right time for relaxa- 
tion of controls; the second, the volume of 
credit which, it is estimated, will effectively 
oil the economy when needed; and third, 
the availability of credit at low interest 
rates. 

The combining of these factors, operating 
simultaneously, should tend to halt the rate 
of a downward turn in the economy, pro- 
vided the totality of adverse factors is not 
too dominant. There are five such funda- 
mentals that must be taken into considera- 
tion in any appraisal of the economic out- 
look. These are specified by Mr. Clark as 
follows: 

1) Current output of producers’ durable 
equipment in relation to output in past 
years. 

2) New private construction in relation to past 
construction. 

3) Net change in inventories in relation to cur- 
rent and past sales. 

4) Personal consumption expenditures in relation 
to the previous high level of the gross national 
product. 

5) Total sales in relation to government purchases 
of goods and services, exports, previous gross na- 
tional product, past output of producers durable 
equipment and past output of private construction. 
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It is not the purpose of the writer to analyze each 
of these basic factors in detail. However, it is impor- 
tant to point out that the trend of one influences the 
trend of the other and that the cumulative force of 


| the five moving simultaneously in one direction be- 


comes more difficult to resist with any serious delay 


' in the application of the necessary monetary 
measures. 


For example, during the strong inflationary rise 
of 1950-1951, artificially low credit terms were main- 
tained though it had been obvious for some time that 
a reversal from cheap money was imperative. When 
the Federal Reserve, breaking away from the Treas- 
ury, in mid-1951 finally unshackled the money mar- 
ket, it was too late to repair the damage. With the 
influence of the five elements mentioned previously 
all working in the direction of a tremendous expan- 
sion in the national economy, the minor rise in inter- 
est rates which was permitted could not but prove 
ineffective. 

We have now a different situation. There is at 
present a process of contraction in the economy, 
though as yet of comparatively minor proportions. 
Referring to the five elements in order, we find that 
(1) the trend in durable goods manufacture is down- 
ward and has been so since early summer (2) total 
construction, while at extremely high levels, is mov- 
ing downward (plant expansion will probably be off 
$1 to $2 billion in 1954, and housing starts may be 
100,000 less) (3) inventories are being cut sharply 
and while total sales are less affected, the backlog 
of orders is shrinking rather noticeably (4) personal 
consumption expenditures, while not yet available 
for the final quarter of 1953, are also probably de- 
clining on an annual rate basis, as indicated by the 
recent trend in the savings (5) government pur- 
chases of goods and services are tending lower, which 
will have the effect of pulling down the gross na- 
tional product, which, of course, includes total sales. 


Effectiveness of Controls 


On the basis of the operation of these five factors, 
there is little doubt that the total economy is in a 
shrinking phase, though still of lesser proportions. 
The question is at what point the government may 
conceivably intervene through a shift in monetary 
policy to halt this trend, should it become more pro- 
nounced in coming months. The obvious fact is that 
the government probably would decide not to inter- 
vene unless the situation deteriorated markedly. Yet, 
if permitted to reach such a point, intervention would 
have to be stepped up on a much broader scale. The 
problem, however, is intertwined with the specific 
fiscal needs of the government which necessarily 
would be paramount. In such an event, the desire of 
the government to provide for deficit financing 
through issue of low-interest bearing securities 
would coincide with a generally low interest rate 
to be made available for business in a declining cycle 
of activity. That the government will, indeed, pursue 
this course is already indicated in the preliminary 
steps being taken to legalize the prospective raising 
of the debt limit. Sale of new federal issues, of course, 
could not be economically accomplished from the 
government’s standpoint if high interest rates had 
to be offered. This is tantamount to saying that in 
all probability we shall witness a situation in which 
credit is again controlled and the prospect for a free 
money market, such as had been hoped for, therefore, 
would not materialize. This is all the more evident 











5 VITAL FACTORS IN THE ECONOMY 


Trend in producers’ durable equipment. 


Private construction, including housing. 


Change in inventories in relation to sales. 


>? > 


Personal consumption expenditures in relation 
to gross national product. 


5. Total sales in relation to government purchases 
of goods and services, exports, gross national 
product, producers’ durable equipment and pri- 
vate construction. 




















since the government will be obliged to make credit 
available and on satisfactory terms in order to coun- 
teract the reactionary influerces now being felt and 
which, presumably, will continue for some time 
longer. 

There is no doubt that the government has the 
facilities to make credit more available at lower 
rates. This can be done through a reduction in legal 
requirements of member banks, increased open mar- 
ket purchases of government securities, or a com- 
bination of both. 

The question rather arises as to the effectiveness of 
the anticipated monetary controls in a deepening 
business recession. It would seem to the writer that 
not too much effectiveness can be ascribed to this 
technique until the present adjustment has fulfilled 
the course as dictated by certain present economic 
factors which probably cannot be influenced mate- 
rially by money market conditions. The first of these 
is that the industrial (Please turn to page 518) 
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By “VERITAS” 


DECISION by the Federal Trade Commission that 
changes in a quasi-judicial tribunal’s personnel is 
not sufficient ground for re-trying cases already 
finally decided should put to rest any notion that the 
Eisenhower-appointed business regulators will be 





WASHINGTON SEES 


John L. Lewis has ended for the period of his 
active influence, any likelihood of a strong labor 
party rising to challenge the two groups which 
have ruled the roost for the past century. 

Simultaneously he has copper-riveted his ‘‘dis- 
affiliation” from American Federation of Labor, 
made the outlook for one united labor entity dim- 
mer than ever before. 

All of this comes about as a result of his taking 
sides with the International Longshoremen’s Asso- 
ciation (Independent) against the AFL waterfront 
unions in the New York Port. Lewis already has 
given financial and moral support to the indepen- 
dent union, tantamount to declaration of open 
warfare with AFL. The CIO will look with lesser 
interest at a plan of unity which does not encom- 
pass Lewis’ United Mine Workers. 

Organized labor has little to cheer about as 
the New Year moves on and congress settles down 
to work. Its goals are three in number: 1. Major 
amendments to the Taft-Hartley Act (repeal has 
been given up as a lost cause). 2. Elimination of 
exemptions from the provisions of the labor-man- 
agement law which now restrict union coverage. 
3. Guaranteed annual wage. 

Congress is not in a mood to go into revision of 
the labor law if to do so is certain to consume time, 
create controversy. A few minor changes are in 
the cards; then, next year will be expected to take 
care of the larger disputes. There is as much agita- 
tion for a firmer T-H Law as there is for one more 
to labor's liking. A guaranteed annual wage via 
legislation is regarded simply visionary. 
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responsive to political argument, allow themselves to 
be swayed by party ties. Other agencies are certain 
to make precisely the same answer when claimants 
raise the plea that the democrats in control were 
anti-business, and the issues should be re-examined 
in the light of a more sympathetic trial personnel. 


OBVIOUSLY a rule which made finally-determined 
cases subject to reopening on grounds other than 
errors of fact or of law, prejudice, or gross abuse 
of discretion, would make an administrative ruling 
meaningless. With each change of administration, 
the cases would have to be tried over. While it is 
true that findings of regulatory bodies are subject 
to review in the courts, and remedy may be had that 
way, such appeals involve loss of time and money, 
disruption of business pending a final go or stop 
signal from the judges. And a commission ruling- 
original, or reversed by itself—carries presumption 
of correctness. That presumption may be rebutted 
by evidence at trial, very convincing evidence. 


LABOR UNIONS are not slow to demand “a free ride” 
in many of their work contract negotiations, but the 
railroad non-operating locals have banded together 
to demand, among other things, literally a free ride 
—more expansive travel pass coverage than they 
now enjoy. Strike, conceivably, could result from 


management’s refusal on that point alone, just as | 


John L. Lewis warned of strike if his men were not 
allowed a holiday to memorialize mine tragedies— 
blamed, of course, on lack of employer safety mea- 


sures, allowing no consideration of employee negli- | 
gence. Railroad non-ops also want a health and wel- | 


fare plan, besides the usual demands. 


SENATORS must make an early decision on whether 
their floor rules should be changed to limit the time 
any member may consume in “exhaustive disserta- 
tion”—more commonly, and properly, known as fili- 
bustering. Only a few times in history have op- 


ponents been able to keep a bill from being talked | 


to death—a two-thirds vote to limit discussion is the 
only method now available. There has been talk of 
cloture by majority vote; it may go through. If it 
doesn’t the St. Lawrence Seaway may be the first 
victim of an oral “educational program.” 
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Federal agency key men and subordinates 
almost all the way down the line are having a "breather." 
This period is to them the lull before the storm. The 

past six months have been hectic; lights have gone on early 
and burned late in offices where data were being gathered 
to be funneled into the Executive Mansion, to be trans- 
lated into messages, budgets, economic reports. 

The period of initial planning has been completed. Now the 
plan is to be examined for sturdiness, its components 

put through the test tubes and crucibles which collectively 
are known as the Congress of the United States. 
































Newspaper stories that the President would 
take time off from his vacation schedule to work ona 
message are more than misleading. They create the impres- 
sion that a communication from the White House to Capitol 
Hill is something so simple as to be only a matter of 
grammatical composition. But the standard operating 
procedure is much more: it brings into play the service of federal payrollers from those 
who spend their entire working day writing one-line entries into big books to the 
specialists who handle logarithms like toys. 





























If businessmen found service from Washington official offices somewhat slow 
in recent months, it needn't be blamed on lack of attention to the business on hand. 














(not the ones whose names appear in print, who make the speeches, and attend 
the social functions) were undergoing their annual refresher course in federal finance 
economics, and the essential fact-finding that precedes revision of the laws. 








When the tax and appropriations bills go to committees of congress for 
justification, the big names will be there. So, will the full offensive and defensive 
teams. A man who one short year ago was engaged in the business of industry or private 
finance cannot be expected to know why the government agency he now heads proposes 
to do something one way when 10 years ago another method was pursued. But a nod to one 
of the little men cloaked in anonymity will bring the answer, the explanation. He's 
worked with it, lived with it. When the newspapers say Cabinet Member So-and-So made 
an impressive presentation before the committee on appropriations, it means that 
the Cabineteer had sense enough to retain informed aides, bring in additional strenth. 





























Congress probably will increase its own pay this year. A $5000 annual boost 
is in prospect. Federal judges also will be voted more money. Agency heads, most of 
them with one year or less experience, will seek to have general pay levels raised 
commensurate with the value of the knowledge of government affairs the unheard-of's. 
For the most part they'll be rebuffed by an "economy-minded congress." 




















It is doubtful that any organization as big and as complex as the U.S. 
Government (if there were such an organization) would attempt to stay in business under 
& policy of continuous employee turnover.: The present Administration has gone just 
about as far as it is safe to go in displacing federal workers. The threat of having 
civil service protection ripped from them is driving thousands of persons approaching 
middle age to "look around." The pension plans, vacations and sick leave, and other 


attractions once peculiar to government jobs now are found equally available in 
private industry. 


























Administrators who began their federal service with clean sweeps of personnel 
gained early favor for cutting payrolls and costs of government. It's honors they 
would gladly give up today. The proof of that is found in the fact that it is the non- 
office holding party advisers who are demanding that jobs be made vacant, filled with 


























appointees "Sympathetic to the Administration"; it is the agency head who has to work 
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with the personnel who now is saying "this far; no farther." And being blasted for 
keeping "Truman democrats" in power. The plea that they have gone as far as good business 
methods permit is falling on deaf ears. , . : 











Good news for business generally is the fact that The Advertising Council is [| 
about to launch a nationwide advertising program to accentuate the favorable facets of : 
the economic picture. The council is made up of businessmen, advertisers, and persons in. 
the fields of news gathering and distribution. They're fed up with the constant talk = 
= recession, the whispering of depression. Studying the economic charts and c 
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The Advertising Council can do much good inthis respect. It has the experi- 
ence, the know-how. It is the same group of business-minded men FDR called to the 
White House to put over the war borid sales, via advertising. Sponsors in business and 
industry, paid for advertising layouts, for brief messages to be printed or aired by 
radio and TV; advertising agencies worked out the themes without fee; advertisers 
inserted the promotional material in the copy they had already contracted for in news- 
papers, magazines, or on the air. 





























Bond sales, fire prevention, public school construction, better highways, 
blood donations -- these are a few of the successful campaigns to date. There seems to 
be no reason why the affirmative side of. the present national economy, and outlook, 
cannot be equally successful adventures. President Eisenhower received the Council 


members at the White House this month, praised their work, asked them to carry on. 

















One of the indicators that can be stressed to good advantage is a recent 
survey of commercial property. It was undertaken by the National Association of Real 
Estate Boards, using methods which are time-tested; surveys have been made semi-annually 
for 28 years. Here's the summary: "Commercial property will move in a market marked 
by stable prices and strong demand during the next six months. The nation's high 
level of good living is reflected in the strength of the current market for commercial 
real estate; consumer expenditures and general business activity have provided a firm 
foundation for values." Real estate boards in 259 communities in 44 states participated ’ 
in the survey. 
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News for the housing industry, not yet sold on the 1954 program outlined ng 

by the President's committee, is that the congress wants to look farther too. Most now, 
reports have been favorable. Interest centers largely on the plan to eliminate the post 
Federal National Mortgage Association and set up a secondary mortgage market agency in earn 
the Home Loan Bank System. Senator Homer Capehart's committee will give housing early Th 
attention. He promises a blend of Administration's direct proposals, the report of the 
President's committee, and congress’ own thinking. baat 
Thar 

The Federal Bureau of Land Management is holding out investment opportunities | of W 

in fields which sometimes are regarded subject to the vagaries of nature, if not sheer mod« 
chance. Offered are 960 acres of land in Oklahoma, New Mexico, and Louisiana for coal, fiden 
otassium, and oil and gas leases. Bids probably will be numerous. The spirit of the | 
adventure, financial or otherwise, evidently still is found in the land. The Bureau ing, 
has additional information available to the skeptical; to those who wish to ask a few Or 
questions before sinking oil wells in unfamiliar territory. No guarantees, you under- ence; 
stand, they'll be warned. after 
be large 

It is hard to get away from the fact that vast public works programs are er 

visions dancing around in the heads of th the  Administration' s top men. The President | relax 
was close to coming right out with it in his fireside chat; he had come closer in the | with 
text which newsmen were given earlier in theafternoon. As the viewing public heard it have 
at night, and as it appeared in printe next day, Ike was assuring that the government is | Wes, 
using every legitimate means available to sustain prosperity. hy — 
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By V. L. HOROTH 


W nat is happening to world production of 
goods? Is the output of goods on this side of the 
Iron Curtain facing a temporary saturation point 
as it did toward the end of the twenties, when, as 
now, reconstruction had ended and a transition from 
postwar to more normal economy had begun in 
earnest ? 

There are great similarities between the period 
through which we are passing now and the late 
‘twenties. Now, as then, many of the reconstruction 
projects are finished or approaching completion. 
Thanks to the Marshall Plan, the industrial capacity 
of Western Europe has been rebuilt, enlarged and 
modernized. With prices stable or declining, and con- 
fidence returning in many of the free world major 
currencies, the period of free spending—much as in 
the late ’twenties—is giving way to a period of sav- 
Ing, even in such countries as Austria and Greece. 

On the other hand, there are important differ- 
ences between the end of the reconstruction period 
after World War I and after World War II. A much 
larger percentage of the existing industrial capacity 
must be devoted to defense purposes even if the 
shift from Cold War to Cold Peace permits some 
relaxation in re-armament. Moreover, compared 
with the late ’twenties, the free world countries 
have at their beck and call a whole arsenal of meas- 
ures, including tax reduction, farm price supports, 


_ extended social security, public works—not to men- 
, tion cheap money—with which they can brake the 


Post-War Changes in 
World Production 
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downward turn of the cycle and pre- 
vent a downward spiral. 

Are we really threatened by a ple- 
thora of goods, and which goods? In 
the last issue we discussed the pes- 
simistic outlook of the Australian 
economist, Mr. Colin Clark. But be- 
fore answering the question, and be- 
fore making comparisons with 1929, 
a brief survey of the production sit- 
uation as it looks now at the begin- 
ning of 1954 may be helpful. 


Industrial Production at a New High 





There is no doubt about one thing: 
the free world’s industrial production 
established a new record in 1953. 
However, a leveling off was reported 
in most countries during the last half of 1953. 
Although the final figures may not be published for 
some time, it looks as if the manufacturing and 
mining output of the free world in 1953 will be 
about 8 per cent higher than in 1952. In 1952, when 
Western Europe was under the influence of a tem- 
porary recession in the consumer goods industries, 
the free world output rose 3 per cent above 1951. 
Compared with prewar (1937), free world output 
is nearly 80 per cent higher, and about double 
that of 1929. 

As will be seen from the first table, the United 
States and Canada, which together probably account 
for more than half of the free world’s production, 
have contributed more than have other countries to 
the record-breaking production in 1953. The new 
industrial production index of the Federal Reserve 
Board shows that the United States produced in 
1953 almost three times as much goods as in 1937, 
the expansion for the 16 years being even greater 
here than in Canada. However, in the last quarter 
of 1953, a heavier than seasonal drop is indicated. 
In Canada, the rate of growth in the last three years 
has been greater than in the United States, but com- 
pared with prewar, Canadian output has apparently 
not increased as much as in the United States. There 
are indications that Canadian industrial output also 
reached a plateau during the latter half of 1953. 
Canada has just decided to build the longest trans- 
continental pipe in existence, and a great deal of 
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investment is expected in public utilities, railways 
and electric power generation, although the period 
of heavy investments in mines and factories seems 
to be over. The Canadians are anxiously watching 
the trends in the U. S. economy, and in the opinion 
of Canadian economists, the country would not 
escape a U.S. recession as lightly as she did in 1949. 


Big Production Rise in Germany 


In Western Europe, the 1953 industrial output is 
expected to show an increase of 4 to 5 per cent above 
1952 to an average of about 50 per cent above 1937. 
In Great Britain, expanding domestic demand rather 
than a larger volume of exports was responsible 
for industrial output setting an all-time high in 
1953. The British are hoping that the improving 
situation in the overseas sterling area will help to 
keep the 1954 production at a more or less even keel, 
even should recession develop in the United States. 

In Western Germany, expansion continues un- 
abated, and during the last quarter, output reached 
a figure 70 per cent above 1937, indicating that, 
despite all the destruction, Germany has already 
pushed her output higher than any other European 
country. With unemployment declining and wages 
rising, it is expected that a greater share of the 

















ieteteneeneniall 
Production of Textile and Engineering Industries 
in Western Europe 
1948 — 100 
Machinery & 
—Textile Industries —— Construction —— 
1951 1952 1953 1951 1952 1953 
12mo. 12 mo. 6mo. I2mo. 12mo. 6mo. 
Austria .... iste, We 187 192 226 240 209 
Belgium ........... . 125 104 110 107 104 98 
Denmark ............ . 325 112 127 130 122 124 
Finland .............. . 144 141 158 126 118 114 
| eee . 113 101 105 124 144 140 
West. Germany... 255 245 273 293 330 337 
ees .. 120 110 115 139 149 168 
Netherlands ... 129 116 134 140 145 166 
a) Ae . 143 123 131 130 131 136 
United Kingdom 119 96 115 124 124 126 
Err 104 92 107 115 113 113 











E.C.E. Bulletins. 
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dustrial output fell 


off in 1953, but the authorities are pushing belated | 
modernization programs, hoping that Belgium will | 


be able to maintain its place in world markets. In 
France, industrial production barely held its own 
in 19538, because of strikes and the overvaluation of 
the franc. As in Italy, the situation would have been 
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much worse industrially had it not been for U. S. © 


military orders. The French industries have com- 
pleted their first modernization and re-equipment 


plan—the Monet Plan—and many industries, coal, |~ 


steel, cement, electric power, are in excellent con- 


dition to compete in the world market, once the | 


franc is allowed to find its own level. 

In Spain, industrial production fell off sharply 
during the latter half of 1953 but, in view of U. S. 
aid, the Spaniards are hopeful that in 1954 it will 


be possible for them to rehabilitate and expand their | 


heavy industries. Greece and Austria expanded their 
production materially and are nearing the stage 
where U. S. aid to them may be substantially re- 
duced. 

As for the newly industrialized countries outside 
Europe, they did not do so well. In Argentina, 
Brazil, and Chile, industrial production, which 
roughly doubled since prewar, declined somewhat 
in 1958, partly because the real purchasing power 


of wages in all those countries is declining. Meaico | 


did better, and a new record was established in 
1953. In India, industries did better in 1953 because 
of good crops which gave farmers more purchasing 
power for industrial goods. In Japan, which is living 
on the brink of serious adjustments, industrial pro- 
duction showed a further expansion, more largely 
due to highly inflated internal demand than to ex- 
ports orders. The latter have been steadily shrinking. 


Expansion in Capital Goods Production 


So much for general industrial production. Turn- 


ing to special industries, it will be seen that the | 





output of capital goods industries (or engineering | 


trades) expanded relatively faster than output of 


textile goods, for example, or chemicals. This was | 
not unexpected. Because of reconstruction and the | 
expansion of productive capacity, capital goods in- | 


dustries as a whole had to shoulder a greater task 
than did consumer goods industries. With industrial- 
ization spreading throughout the world, consumer 
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goods industries in individual countries find them- 
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it in selves working less and less for export and more 
sor: and more dependent on home markets. Also the Although the over-all figures are slow in coming 
“9 ‘i retrenchment of the last two years has kept down in, it seems that there was also a considerable in- 
. the output of consumer goods industries, particu- crease in the 1953 output of food and farm products 
larly in Western Europe, although the 1953 figures in general. But, as the Food and Agriculture Organi- 
her-} are gentrally above the 1952 level. zation of the United Nations has noted, this in- 
dus- With armament production tapering off and most crease was just about offset by the increase in 
and | of postwar reconstruction completed, capital goods population. 
1ave industries (or engineering trades) may find them- With the exception of North America, Turkey, 
rec- selves temporarily over-extended. But that is not and some Western European countries, the per capi- 
tthe the end of it. It is almost certain that the future tal output of food throughout the World continues 
are expansion of industrial capacity in such countries as__to be below prewar. This is partly due to disturbed 
in- Great Britain, Germany and Japan—all countries political and social conditions which keep down, for 
yeti- that must export to live better—will take in capital example, the output of rice and other products in 
lany goods and chemical industries. A noted British econ- Southeastern Asia. Industrialization also has kept 
Bel- omist, C. A. R. Crossland, who recently wrote a down agricultural production in Australia, Argen- 
s al book on Britain’s future economic problems, argues tina, Brazil, Yugoslavia and many other countries. 
ucer | that Britain’s industrial capacity has not been ex- In the United States and Canada, where labor left 
be- panded enough to permit free convertibility on ster- the farms during the war, production was more 
pro- ling and higher living standards. He believes that than made up through the use of better seed, more 
in- | Britain’s engineering industries, which already pro-_ fertilizer, and, above all, extensive use of machinery. 
fell duced at a rate 80 per cent above prewar, should be In the backyard and capital-poor countries of South- 
ated = expanded by another 50 per cent. east Asia or Latin America, no such way out was 
will In contrast with capital goods industries, con- possible. 
. In| sumer goods industries seems to be fairly well ad- Thus the present situation is quite different from 
own | justed to the current level of demand, except in such that prevailing in the late ’twenties. At that time 
n of | cases where they are dependent upon exports, as are a great deal of extra acreage was put under the 
yeen | the textile industries in a great many Western plow, and export surpluses were high, since funds 
. §, |? European countries and in Japan. In fact, if eco- were needed to pay for debt service on the develop- 
om- nomic conditions in some countries, such as Western mental loans. In contrast, the export surpluses of 
rent Germany and the Netherlands, continue to improve, bread grains, fodders, and even cotton are smaller 
oal, | there is a chance that their consumer goods indus- than before the war, since, generally speaking, more 
eon- tries will continue to expand. At any rate, the popu- food and raw materials are being used at home. 
the | lation of the free world is expanding at the rate As a matter of fact, the great difficulty of the pres- 
of about 20 million a year; growing demand for ent day is how to expand the export capacity of 
rply food, clothing and shelter is, therefore, assured. such countries as Argentina, Brazil, India, Mexico 
=: After the First World War, consumer goods in- and many other countries, so that they can import 
will dustries in individual countries were much more more. 
heir closely geared to exports than they are now. When 
heir the recession came, they suffered not only through - Is the Free World Producing Too Much 
age the contraction of the purchasing power of their or Too Little? 
re- customers in primary producing countries, but also 
through world-wide industrialiation. They are in a One may conclude that the free world outside 
side much stronger position now. North America is not (Please turn to page 520) 
ina, 
rich 
That World Output of Major Raw Materials and Fuels 
wer = United States ———— Rest of the World ——_—— ——— -Total World 
raco | 1935-39 1951 —1952(e) 1953(e) 1935-39 1951 —-1952(e) 1953(e) 1935-39 1951 —-'1952(e) 1953(e) 
al POWER & FUELS: 
5 Electric energy (billion KWH).............. 146 436 465 510 262 517 598 680 408 953 1,063 1,190 
Ing Coal(a) (million tons) .......00.000. 409 520 458 470 1,078 1,395 1,465 1,530 1,487 1,915 1,923 2,000 
‘ing Crude petroleum (million bbls.)......... 1,170 2,244 2,295 741 2,038 2,205 1,911 4,282 4,500 
pEG- Steel (million toms) ...........::.:ssssecssne 47 1050S s(93—«*CYD 90 117 135 150 137 -222,S«s«228~—S(262 
rely Copper (000 tons)...............ccccccseeeeseee 763 842 924 920 1,427 1,528 1,462 1,500 2,190 2,370 2,386 2,420 
ex- Pa 440 800 823 800(e) 1,080 1,295 1,277 1,300 1,520 2,095 2,100 2,100 
ing. Lead (000 tons) o........cccccesssssssseesesseees 363 421 484 434 1,238 1,276 1,216 1,300 1,601 1,697 1,700 1,730 
Aluminum (000 tons) ic 133. 759 937 1,250 317 1,029 1,318 1,400 450 1,788 2,255 2,650 
OS ea Pee ay 205 170 173 205 170 173 ~~~ist.... 
Rubber, natural 2..oo.....ccccceceseenen ie = 1,226 1,910 1,785 1,710 1,226 1,910 1,785 1,710 
wees synthetic ....... ecaa 1 858 798 840 2 64 80 80 3 922 878 920 
| Cement (million tons) .......................... 19 43 42 42 62 104 108 120 81 147 150 162 
the | fe ee 
- Cotton (000,000 bales) ..................... 12.8 152 15.0 16.0 16.9 17.7 182 18.5 297 329 33.2 345 
Rayon (000 toms) ...........::ccssssseeseeeseeen 145 434 376 397 527 442 542 961 818 
vas Wool (000,000 Ib.) ... 425 250 260 ...... 3.375 3,780 3.910 3,800 4,030 4.170 
the — ee, ee oe, sags 1,457 1,383 1,965 1,457 1,383 1,965 ve 
in. Staple fiber (000 tons) o.oo... . a ... 274 682 588 283 834 727 ist... 
ask (a)—Including lignite. (e)—Estimate. 
ial- 
ner 
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Editor’s Note: This comprehensive review of the 
present position and outlook for the oil industry is 
of special importance in view of the general economic 
and political factors which are now shaping up and 
which will influence this vital American industry in 
the year to come. The author is recognized as an out- 
standing specialist in the field. We particularly 
recommend to the attention of readers the compre- 
hensive tables attached to the article and which 
should be invaluab’e for use as a permanent record. 


~ 
a the year 1953 the petroleum industry will 
“rig” up new records productionwise, as well as in 
gross operating income and net profits. Earnings 
may be expected to run about 5% over 1952 for the 
industry as a whole, with producers showing the best 
improvement. 

Although first half results were substantially 
ahead of the corresponding 1952 period, a price 
increase, both for crude oil and refined products in 
mid-June, helped profit margins substantially and 
gave earnings a further boost in the third quarter. 
The fourth quarter comparison with a year ago will 
not be quite as favorable, however, owing to relatively 
sharp cutbacks in crude oil production and refined 
products, as well as moderate price concessions in the 
latter as a result of a heavy build-up in inventories. 
This latter fact is well illustrated in the accompany- 
ing table A. Since overall petroleum products de- 
mand for 1953 is estimated to have been about 4% 
over the previous year an equal increase in stocks 
could be considered normal, as last year’s figures 
already reflect the seasonal inventory build-up 
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toward peak levels, which normally occur around 
this time of vear. 

Evidence has been accumulating for some time 
suggesting that the inventory position might be- 
come troublesome. Not only has production been 
stepped up, in anticipation of increased demand, but 
imports also ran substantially higher than in 1952, 
and by a larger percentage at that. Refiners were 
equally optimistic and were running expanded fa- 
cilities as close to economic capacity as possible. 
Despite larger demand, however, by early fall it 
became quite evident that earlier estimates were too 
optimistic, and excessive inventories, both in refined 
products and crude, made themselves increasingly 
felt. This led to some corrective action, on the part 
of state regulatory authorities through reduction in 
the allowable production for crude oil in the respec- 
tive states, and on the part of refiners themselves 
through cut-back in refining operations. 

In retrospect, it seems that these steps have been 
taken somewhat belatedly, for on top of already ex- 
cessive gasoline stocks, unusually mild fall and early 
winter weather lessened demand for fuel oil, thus 
aggravating an already awkward storage situation. 
However, the petroleum industry possesses great 
flexibility and with a sober approach it should be 
able to solve this problem in time, as it has on re- 
peated occasions in the past. One can only hope that 
this will be accomplished before too much damage 
is done to 1954 earnings. 


Prospects for 1954 
Prospects for this year, even allowing for some 
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letdown in general business activity, suggest a con- 
tinuation of expanding demand for petroleum 
products. Such increase is estimated to range be- 
tween 214% and 5% over 1953. If the industry is 
able to solve its current problem of oversupply, and 
this is of course somewhat conjectural at this time, 
then the outlook for earnings are indeed more re- 
assuring than for other industries. However, should 
the industry not be able to overcome this temporary 
handicap quickly, we could visualize a situation 
whereby refiners’ margins—the spread between the 
cost of crude oil and the complete barrel price of 
refined products—may be subjected to a price squeeze, 
as they have at times in the past, when the industry 
was confronted with a temporary imbalance of in- 
ventories. 

The last time this occurred was in 1949, when re- 
finers’ margins averaged 30% below the previous 
year, or $0.97 a barrel vs. $1.11 in 1948. In the latter 
year, however, they had the benefit of extremely 
favorable conditions i.e. an increase in product prices 
which more than compensated for the crude increase 
and sharply higher volume. Obviously, companies 
which are predominantly engaged in the refining end 
of the business (i.e. companies which have to cover 
the largest part of their crude oil requirements 
through purchase in the market, rather than from 
own production) would be hit the hardest under such 
a set of conditions. Conversely, strictly producing 
companies would feel practically no ill effect except 
to the extent that production has to be cut back. 
Companies falling between these two extremes, which 
include the major integrated companies, would be 
affected according to the proportionate extent of 
their crude purchases. 

To provide the reader with some tool to measure 
vulnerability, theoretically at least, of the respective 
companies we present in table (B) the amount of 
actual crude production, expressed in percent of 
refinery requirements, based on 1952 experience. A 
footnote to this table also contains some explanations 
for the reason of the respective classifications. 
(Please see end of article.) 

_ It is our judgment, however, that even should the 
industry, and more particularly the refiners, be un- 
fortunate, and not able to correct the imbalance in 
the supply/demand picture quickly, price repercus- 
sions would not be quite as severe as in the foregoing 
demonstrated instance. In that year, 1949, which, 
incidentally, witnessed some easing in the general 
business picture, earnings for some oil companies 
declined more than 35%, although the overall de- 
cline, partly reflecting a 6% decline in total petro- 
leum products demand, is estimated to have been 
closer to 20%. Assisted by regulatory autorities, the 


industry is now making every effort to straighten 
out the troublesome situation; some, if not complete, 
success seems assured. 

With respect to dividends, considering the con- 
servative pay-out policies practiced throughout the 
industry, present rates appear quite safe. More- 
over, current deflated prices for most equities in this 
group also provide rather generous yields. True, the 
current uncertainties with respect to the earnings 
outlook are not inducive to engender any great in- 
vestment enthusiasm toward oil equities. Moreover, 
with the exception of only a few companies this 
group will not derive any benefits from demise of the 
Excess Profits Tax. But once the earnings outlook 
begins to attain a clearer picture, and that should be 
sometime in the first quarter, a more constructive 
attitude toward this group may evolve. 


General Aspects of the Industry 


From the standpoint of the investor the petroleum 
industry ranks as the most important stock group. 
There are more billions of dollars invested in oil 
shares, on and off the “Big Board’’, than in any other 
single group of securities. Obviously, this great 
following was not achieved by chance. Rather it is 
the consistently rewarding investment results which 
the industry has been able to provide. Despite this 
favorable background, however, and with products 
demand growing in every year, with only few excep- 
tions, earnings have been subjected to fairly wide 
fluctuations from time to time. But on the whole the 
record is one of more consistent growth and more 
stable earnings experience than for most other in- 
dustries, thus providing this group with excellent in- 
vestment characteristics, Over recent years, and par- 
ticularly in the postwar period, the growing demand 
for natural gas, at increasing prices, has benefited 








Table A: Petroleum Industry 
1. STOCKS (INVENTORIES) IN MILLION BARRELS 


Increase 
Dec. 12, 1953 Dec. 13, 1952 Over Year Ago 


Gasoline 152.5 129.6 18% 
Distillates (Fuel Oil) 126.7 109.7 15% 
All Others 84.3 79.5 6% 
Crude Oil 280.5 268.0 5% 

Total 644.0 586.8 10% 


2. COMPARATIVE NET INCREASE SHOWING 
Index Basis 1939 — 100 


1939 1945 1950 =: 1952 


20 Oil Producing and Refining Companies 100 191 511 599 














378 Industrial Companies Combined 100 «61310 =—369 314 











1939 
PETROLEUM COMPANIES BY GROUP: 
8 Producing Companies 100 
5 Producers on Balance 100 
8 Integrated Companies 100 
6 Refiners on Balance 100 
5 International Companies 100 








3. COMPARATIVE GROSS OPERATING AND NET INCOME 
index Basis 1939 — 100 


————— Sales ———_— 


— ll 
1945 1950 1952 1939 1945 1950 1952 
215 385 489 100 298 831 931 
198 426 515 100 245 574 613 
182 357 449 100 181 545 598 
198 352 437 100 171 508 523 
168 343 430 100 184 500 626 

















JANUARY 23, 1954 






491 








SAA SAAS anes 














earnings substantially. Holding a close relationship 
to oil, most leading petroleum producers have sub- 
stantial natural gas reserves. It has been estimated 
that they control in excess of 60% of the nearly 200 
trillion cubic feet estimated proven reserves at 1952 
year end. Natural gas liquids (LPG) extracted 
largely from natural gas, is also of growing import- 
ance. Petrochemicals is another field of operations 
for oil companies. While earnings from this source 
are not yet very important, relative to total volume, 
they are attaining increasingly greater stature. 
Phillips Petroleum is a typical example in this re- 
spect, owning what are believed the largest natural 
gas reserves with heavy emphasis on petrochemicals 
in the producing end. 

In an attempt at evaluating the vigor of the 
petroleum industry over a period of years a recent 
comparison between 20 oil companies and a large 
number of industrial companies is of considerable 
interest. While a preponderance of the companies 
used in that survey are of the integrated type, in 
fact there were no strictly producers included, we 
have compiled Table A, which shows both the gross 
operating and net income of the various groups. We 
believe it is quite revealing, particularly as far as 
net income is concerned. While there is not much 
of a variation as far as sales growth is concerned, 


the producers outdistanced, by far, the other groups 
in point of net income. The good showing by the 
international companies, for the most part, was 
made possible only by the lush profits reaped since 
1950 when all of them, through their interest in the 
Middle East, benefitted from the suspension of 
operations in Iran. During the war some of them 
actually reported poorer results than some of the 
domestic refiners on balance. 

As previously demonstrated, the production end of 
the business normally nets the best results, but also 
requires the largest capital expenditures, because 
exploration is costly. Obviously, exploration success 
is of paramount importance, and this may vary from 
year to year, or even sometime over longer periods, 
but for some hidden reason this group, which con- 
sists mostly of moderate sized units, has done re- 
markably well over the years. Owing to conservative 
accounting practices reported earnings for some of 
them are relatively small, as are dividends, but sub- 
stantially higher cash earnings provide the necessary 
wherewithal for the sustenance of the costly explora- 
tion programs. 

In most states, with the exception of Illinois, pro- 
duction of crude oil is prorated by administrative 
bodies. Texas, the largest producing state, is well 
known for its so-called “Railroad Commission” which 
























































Table B: Post-War Record—32 Leading Oil Companies 
Crude Long-Term Debt Net Fixed Assets Net Working Capital 
Production 
In % of 1946 1953 1946 1952 1946 1952 
Refinery 
Requirements —_ ———_—_—_—_—_—_—___—_———. (Millions) ————______________— 
CRUDE PRODUCERS: RES Eee $ 20.0 $ 55.0 $ 39.4 $ 93.1 
American Republics ive S 6 $ 3.0 14.4 25.8 6.8 5.5 
Houston Oil ate aia 9.5 17.5 37.3 61.6 5.3 8.1 
Louisiana Land & Explor. ..... rsine 2.9 7.7 a0 6.3 
Seaboard 8.5 23.9 4.7 12.8 
Superior Oil ase 25.0 29.6 32.5 93.4 18.4 22.3 
Texas Gulf Producing 7.8 3.6 14.3 18.4 1.2 3.6 
Texas Pacific Coal & Oil 14.1 31.4 ar 6.6 
FULLY-INTEGRATED: bntinental Oil 103% | 60.9 109.4 218.3 30.9 61.2 
Producing all or a Humble Oil , «1 409 42.7 47.8 437.5 854.3 92.1 116.4 
substantial part of Ohio Oil .. 245 8.0 81.0 169.1 42.5 62.9 
crude needs Skelly peisuenshcectasecs a 16.4 11.9 187.7 74.6 16.6 35.5 
ena |." 29.0 79.9 78.2 226.6 8.9 36.0 
INTEGRATED COMPANIES: Atlantic Refining .................. 53 37.2 31.4 205.5 349.4 43.2 52:7 
Producing 50% or more Phillips .......................... 62 43.8 263.0 236.5 671.9 44.5 105.2 
of crude requirements Plymouth Oil 2.02... 52 3.5 17.8 13.4 44.8 Uy 14.8 
Pure Oil 64 31.0 28.4 136.9 238.5 52.0 84.7 
Richfield Oil 60 1.0 71.0 49.3 127.3 36.3 65.1 
Shell Oil 4 68 124.0 149.0 191.9 491.7 179.5 205.3 
Tide Water Assoc. ............... 64 9.6 140.1 191.2 50.7 85.0 
Union Oil Calif. ................. 67 40.0 123.0 166.8 305.4 45.2 73.0 
REFINERS ON BALANCE: Cities Service ...... 38 390.6 419.0 545.2 635.9 173.1 230.0 
Producing less than 50% Mid-Continent ........................ 36 me Ao 44.1 87.7 36.5 60.5 
of requirements Standard Oil Indiana ......... 48 66.9 355.0 716.6 1,239.6 189.9 405.8 
Standard Oil Ohio ................ 27 16.7 36.9 84.7 158.8 30.6 73.2 
Sinclair eae 33 108.4 350.0 242.0 649.0 148.5 185.3 
| TLL SE Roeper ene 49 5.6 14.6 114.6 264.6 49.6 88.1 
INTERNATIONAL: 1 DR IRIGR Sie ae ilo er ht 49 79.6 182.0 482.4 819.6 83.2 366.8 
D ti P with Standard Oil Calif. ............ 64 40.0 85.2 519.8 977.1 90.3 235.1 
substantial foreign Standard Oil N. J. ................ 52 198.2 459.0 1,277.7 2,518.5 739.0 1,294.4 
operations Socony-Vacuum .................... 47 100.0 197.0 577.6 980.5 266.0 463.0 
eC SA RO 64 147.0 226.0 414.6 957.0 231.0 464.1 
oman soemenenes cee 
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controls allowable production rather rigidly. 

The step from a producer to an integrated com- 
pany means the costly addition of refining, trans- 
portation and marketing facilities. To finance these 
substantial capital expenditures, companies in this 
group normally have to resort to senior financing 
and their capital structure is more complex than for 
the majority of producers, many of which have only 
common stock outstanding. Operations in this phase 
of the business normally means more competitive 
conditions, somewhat lower and also more variable 
profit margins. This point is amply illustrated in 
Table D, which shows prevailing refiners’ margins 
and crude prices over a long period of years. It can 
readily be noted that crude prices have shown better 
stability, particularly in recent years, than refiners 
margins. 

For further deviation from integrated operations 
the foreign field can be added and we have, what is 
commonly known, an international company. Earn- 
ings of this group have progressed quite favorably, 
particularly since Iran bailed out of the picture, early 
in 1951. At that time Iran produced roughly 650,000 
barrels daily, approximately 125,000 bbls. crude and 
525,000 bbls. refined products. This deficiency was 


made up by other Middle Eastern producers from 
production in Iraq, Kuwait and Saudi Arabia. While 
a shortage of refined products was temporarily felt 
in markets outside the United States, where most 
of the output is sold, increased refining capacity in 
England and on the Continent, since then has made 
up the lag; as a matter of fact the British Isles are 
currently an exporter of refined products on balance. 

To say the least, ramifications of foreign opera- 
tions are manifold, political and otherwise. The wave 
of nationalism sweeping through the Arab states 
may be cause for concern, at one time, another time 
it may be economic unrest or currency problems, etc. 
Under those circumstances, with a steady threat of 
one sort or another constantly raising its ugly head, 
it certainly would seem prudent to evaluate foreign 
earnings more conservatively than those derived 
from domestic operations. We believe the investor is 
entitled to a substantially higher yield, at least for 
the proportionate amount of foreign income to over- 
all dividend coverage. The same rule should be ap- 
plied to the evaluation of the market price, and the 
foreign portion of overall income capitalized at a 
lower multiple of such earnings. Creole Petroleum, 
whose properties are entirely (Please turn to p. 516) 






































Table C: Post-War Record—32 Leading Oil Companies 
—— Net Sales — Earnings Per Share — ~ Dividends Per Share- Price-Range* 
Estimated Estimated High Low Recent Div. 
1946 1953 1946* 1953 1946* 1953 1946-Thru-1953 Price Yield 
— Millions —— 
CRUDE PRODUCERS: 
Amerada an aed barevagte ¢ tis teoetereeaaeus $ 31.7 $ 85 $ 2.81 $ 5.50 $ .93 $ 3.00 235 - 32% 170 1.7% 
American Republics ....................0000.. 8.8 25 42 3.80 50 1.75 6912- 11% 48 3.6 
EEIGNONY ONL coco cscssssrdsescaviuscsees 10.9 32 1.66 5.25 .40 2.25 79Va- 115% 67 3.3 
Louisiana Land & Explor. .................. S.1 22 1.02 3.40 .60 3.00 59 - 9s 51 5.8 
Seaboard scecsuevadis Seiad tisrecseeccupviseuts 13.5 38 2.43 5.30 1.00 2.50 103'%4- 23 87 2.6 
ENR ENIE YS B20 oi Uk ihe ceoh a 24.5 83.6 4.36 28.37! 50 3.00- 660 -101'2 645 4 
Texas Gulf Producing |...................... 4.5 12 1.18 3.20 35 1.55% 58%- 912 41 3.7 
Texas Pacific Coal & Oil ......... 59 22 1.19 4.30 .50 1.65 49 - 10% 36 4.5 
FULLY-INTEGRATED: 
Continental Oil .................. 159.2 460 1.82 4.30 85 2.60 75 - 16% 54 48 
UE SC | ae ae Oe 456.3 995 2.00 4.35 81 2.28 8612- 24% 58 3.9 
MMNNESMG Ooo ser es cc seSesskisk cases (ccooscavcetivess 91.8 240 2.78 6.60 1.25 3.25 60%- 195% 55 5.9 - 
(1 | CESARE aie cece ee ot epritrre ie one 78.5 215 1.76 5.40 35 1.62 51%e- 7% 36 45 
MINN RME 2 oo cles uscvaveesiceeensviaresdecyesnvesuntanes 20.8 140 78 2.25 .30 1.20 24\%4- 7% 16 75 
INTEGRATED COMPANIES: 
Atlantic Refining ......... 229.2 620 1.09 4.60 48 2.00 3634- 10 28 7.1 
MR etre he uaktadnae 220.0 755 2.30 5.25 1.00 2.60 692- 2412 55 47 
Plymouth Oil .. 7.1 105 1.00 3.75 .50 1.60% 37%e- 92 25 6.4 
OSES nen neo RR Renee erate Ae 178.8 360 3.74 5.90 1.25 2.50 694- 1934 48 5.2 
Richfield Oil ................. sea rreneiinsviiweate 68.8 195 1.76 6.60 .80 3.50 7452- 12% 50 7.0 
MINN ooo cask cess cab cits avaenesecxceeeeeris 442.8 1,245 2.44 8.25 1.50 3.003 87 - 24% 79 3.7 
Tide Water Assoc. . 216.3 460 1.49 2.60 .60 1.15 274- 8% 21 5.4 
Union Oil Calif. ....... 117.4 310 1.90 6.20 1.00 2.00: 4552- 20 39 5.1 
REFINERS ON BALANCE: 
Cities Service 333.1 915 6.41 12.25 5.00 120%2- 20% 80 6.2 
Mid-Continent 80.1 170 5.43 7.50 2.00 4.00 813%4- 3142 67 5.9 
Standard Oil Indiana 650.6 1,700 4.43 7.80 1.75 2.503 92 - 36% 70 3.5 
Standard CU RIS S. osissdssvssscssss 160.5 335 3.43 4.30 1.00 2.40 47%- 20 34 7.0 
Sinclair opacawekOsterefinby taxis censevabecacesiwenesies 376.5 900 2.31 5.25 1.00 2.60 48 - 14 34 7.6 
NTU MERION C258 Fac corats awa atetiieesiek ia castiaos 306.6 645 1.99 5.80 Pry 1.00 94%4- 21 69 1.4 
INTERNATIONAL: 
(SRE Fe 562.2 1,600 3.21 6.75 1.25 2.00% 585%- 28% 46 4.3 
Standared OW Calif. ......:.....:...0c.0c0siee0 372.7 1,070 2.34 6.60 92 3.00 64%4- 19 54 5.5 
berm eeeines CMe ON. ea cscisecessscceccicssosceses 1,622.3 4,100 3.25 8.90 1.52 4.50 85 - 30% 73 6.1 
Socomy-Vacuunnr ..............0.cc.-ccscessseesees 761.2 1,600 1.87 5.20 PY 2.25 4052- 13% 36 6.2 
Texes COMPEWY «........50:.00scscssecsesescesess 586.5 1,520 3.16 6.75 1.25 3.40 60%- 26 58 5.8 
*—Adjusted for stock splits and stock dividends. *—Includes $2.00 payable 1/5/54. 
1_Actual, for year ended 8/31/53. 3—Plus stock. 
_——————— eT SOT suateiemaniine ete 
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5 Sound 
Moderate-Priced 
Stocks for Income 


By OUR STAFF 


is investment funds pile up, the search for 
sound income-producing securities with adequate 
yields is becoming more intensified. Most of the 
higher-grade and higher-priced stocks, under steady 
pressure of institutional and other large scale invest- 
ment absorption, are no longer in large supply and 
do not yield in excess of 5°. Such paucity of yield 
may not be a handicap to very large investors but 
can be a deterrent to the average investor who wants 
to increase his income as much as possible, without 
incurring unusual risk. 

However, there still remains a fairly wide field of 
investment available for individuals who seek good- 
grade common stock investments offering a satis- 
factory return, under current market conditions. 
While not of the highest grade, according to insti- 
tutional standards, such securities fulfill basic invest- 
ment requirements from the standpoint of the needs 
of the average investor. 

We have selected five such stocks which, in addi- 
tion to fulfilling requirements as to dividend security, 
have a special appeal for investors with moderate 
funds. Selling between $28 and $45 a share they are 
well within the means of the average investor. All of 
these stocks are tested dividend payers, with un- 
broken records of payments going back as far as 1899 
in the case of National Biscuit, to 1918 in the case 
of Reynolds Tobacco “B’”. While the latter has re- 
cently lost some esteem due to the unfavorable aspects 
of current publicity, it is believed this is of temporary 
influence and that eventually the stock will regain 
its former investment standing. The four other stocks 
in the group are in an unquestioned position insofar 
as capacity to maintain dividends is concerned. 

For those considering a “package” investment, the 
average yield would be about 514%, which is attrac- 
tive for good quality stocks under present market 
conditions. Essential information, together with per- 
tinent statistical data, on each stock is presented in 
the following text. 
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CONSUMERS POWER CO. 
























































































































































































































































| : I 
T T 
T | Same 
: 1 I a 
Funded Debt: $232, 450 ,000- -+—_—__} 
Shs. $4.50 Pfa: 547,578 - no par—f[ 
- Sns.° $4.52 Pfa: 199,790 - no par—}-— 
“Shs. Common: 6,794,362 - no par—f— 7 
Fiscal Year: Dec. 33—————} 
4 a 
= i 
i +] 
ws “Tt — 
i! ee) 
t LC = 
i 
t 
ehh PROUSANDS OF 
=— : —_—_j— — = eR ES) (SARE : t 
eee Yrray) ba slates laasals f 
1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 
ae SER 1,00 1.09 2.84 2.81 12.45 | 2.54 |. 2.78 12.61 | 2.65 
te 1.00 1.00 1.00 1.75 2.00 2.00 | 2.00 2.00 2.00 2.00 
5.7 Ve SR 22.3) 128.0) |. 2323.. 193.3 2.7 |20.5 1.9 























CONSUMERS POWER COMPANY 


BUSINESS: Provides electric or gas service in 63 of the 68 counties in the 
southern peninsula of Michigan. The territory, consisting of approximately 
28,500 square miles has in excess of 3 million population, and diversified 
industries, including the automobile, automobile equipment, chemical, food 
products, household appliance, metal and metal products, and many others, 
Also supplies steam heat to five of 1,474 communities served by the company. 


OUTLOOK: Operating in a rich and growing territory that provides a 
favorable balance of well diversified industrial communities, a sizable 
population, and extensive rural and resort areas, Consumers Power has a 
record of steady growth. Since the close of 1946 to the end of 1952 the 
trend of electric and gas sales has been steadily upward with electric revenues 
accounting for approximately 73% of 1952 total of $137.4 million, more 
than twice 1946 operating revenues of $67.5 million. This uptrend continued 
through 1953, total operating revenues for the 12 months ended Nov. 30 
of that year, scoring a gain of $19.3 million over the previous 12 months 
volume, and establishing a new record high at $157.2 million. Net income 
also was at a new peak, increasing to $24.2 million, producing net for the 
6,794,362 outstanding shares of common stock equal to $3.08 a share, as 
compared with $2.73 a share for the 6,176,693 shares outstanding as of 
Nov. 30, 1952. To keep pace with territory growth and increased electric 
and gas demands has necessitated a continuous program of expansion of 
facilities, expenditures for these purposes in the last eight years running close 
to $340 million, exclusive of about $30 million for construction expenditures 
of the Michigan Gas Storage Co., 75% owned by Consumers Power, the 
balance being owned by Panhandle Eastern Gas Pipe Line Co. A substantial 
portion of electric facilities expansion in the last two years has gone for new 
generating units, including a 135,000-kw. unit scheduled to be in operation 
next year, upon completion of which approximately 90% of generating 
capacity will be in steam stations which should more adequately reflect 
company’s earning power. 


DIVIDENDS: Since public offering of the common stock in 1946, dividends 
at an annual rate of $2 a share were maintained until increased in 1953 
to $2.20 a share. 


MARKET ACTION: Recent price of 3934, compares with a 1952-53 price 
range of High—40%, Low—34¥. At current price the yield is 5.5%. 


COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31 Sept. 30 


1943 1953 Change 
ASSETS (000 omitted) I 
Cash & Marketable Securities $ 19,416 $ 31,399 +$ 11,983 
Receivables, Net a ; 4,094 9,522 : 5,428 | 
Materials & Supplies .. Rates 5,730 18,278 + 12,548 | 
Other Current Assets ; 362 - 362 | 
TOTAL CURRENT ASSETS 29,602 59,199 + 29,597 
Plant & Equipment ; 267,026 546,742 1 279,716 
Investments & Funds 479 11,833 + 11,354 
Other Assets ; 8.217 3,408 - 4, 
TOTAL ASSETS $305,324 $621,182 1$315,858 © 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 17,280 $ 32,192 +$ 14,912 
Other Liabi'ities .... 5 1,366 4,084 t 2,718 
Reserve for Depreciation ; 34,894 92,090 L 57,1% 
Other Reserves ............ 3,003 693 2,310 
Long Term Debt ... 122,899 230,175 107,276 
Preferred Stock 73,971 74,772 1 
Common Stock a : 39,016 153,421 +. 114,405 
Surplus ae 12,895 33,755 + 20,860 
TOTAL LIABILITIES . ' $305,324 $621,182 -+$315,858 
WORKING CAPITAL $ 12,322 $ 27,007 +$ 14,685 
CURRENT “RATIO. ......<.4..0...0:0..0-0s0-008. 1.7 1.8 { a 
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NATIONAL BISCUIT COMPANY PHILADELPHIA ELECTRIC COMPANY 
ies in the BUSINESS: Ranks as the world’s largest biscuit and cracker company. Modern BUSINESS: Together with its subsidiaries, Phi'adelphia Electric serves the 
oximately bakeries, located at central points in the United States, provide part of a populous and highly industrialized Philadelphia area and adjacent terri- 
diversified system for nationwide distribution of products suppiemented by bread tory with electricity and manufactured-natural gas. The company also 
ical, food business in some sections; and production of shredded wheat, ice cream supplies steam to downtown Philadelphia and the adjacent community of 
ny others. cones, pretzels, and dog biscuits. Through subelotanten, operates bakeries in West Chester. 
eer Cenade, England gad Vonexusia. . OUTLOOK: Again, as in each of the last 16 years, operating revenues and 
rovides © OUTLOOK: National Biscuit common should have an appeal to the investor pet earnings reached new highs in 1953. For the 12 months to October 31, 
a sizable seeking a common stock having the combination of defensive characteristics, last year, operating revenues of $185.4 million increased by 6.8% over 
wer has a dependable income, and relative stability in market price. The companys $173.5 million for the preceding 12 months, with net income on a slightly 
1952 the operations, fully integrated, embrace mills supplying 80% or more of daily greater amount of outstanding common stock rising to $3.25 a share, as 
> revenues flour requirements of the bakeries, a carton manufacturing plant producing compared with $2.19 on the amount of common stock outstanding at the end 
ion, more the greater portion of packaging and Wrereng needs, a molasses blending of October, 1952. The constant year-to-year gain in sales of electricity, gas 
continued plant, and a modern delivery system working out of 240 sales cand distri- and steam reflects both the steady population and industrial growth of the 
Nov. 30 bution branches. Although the company’s brand name “Nabisco” is undoubt- area served and the greater industrial and residential consumption of elec- 
2 months edly the foremost in the field and has long been accepted by the consumer tricity and gas on a per capita basis. Contributing substantially to expansion 
let income as a symbol for quality, National Biscuit continues to strengthen its position in revenues in the last two years has been electric and gas sales to the new 
et for the by a sound advertising program, further improvement and addition to its U. S. Steel Fairless Works at Morrisville, and the development of such 
share, os line of products, and increased operating efficiency by modernizing baking vast housing projects as Levittown and Fairless Hills in the Morrisville area. 
ling as of plants and adding new units, both here and in Canada. Since 1946, This has added still more strength to the position of the company which has 
od electric approximately $120 million have been spent for modernizing and erection the advantage of serving one of the most diversified industrial areas in 
Seta nigh of new plants, the most recent addition to the bakery chain being a $20 the country embracing among others, a number of petroleum companies, 
ining close million plant, the world’s largest, that went into operation in Chicago food processors, paper manufacturers, chemical and plastic plants, textile 
penditures last June. Another bakery is scheduled for construction at a cost of $10 mills, metal working plants, machinery and equipment manufacturers, and 
Power, the million in the Philadelphia area and is expected to be in operation by a representative assortment of other large industries. To keep pace with the 
ibstanitel Spring, 1955. With the exception of $4 million in bank loans incurred by the service demands, gross capital expenditures in the 8 years to the end of 
yea Canadian subsidiary for plant modernization and expansion, internal funds 1952 amounted to $319.5 million, while in the years from the end of 1943 
operation have been the source of postwar capital expenditures. Net sales for 1953, through the first 9 months of last year, net property and equipment account 
generating based on 9 months’ figures, again established a new high at approximately increased $312.2 million, with funded debt and capital stock increasing 
ely refled $355 million, as compared with $346 million for 1952, with net earnings by only $191 million. 
in the neighborhood of $2.50 a share, compared with $2.56 in 1952, and ee ieee 
£940 co share in 1951. i sag ret with - re aap the —- has _— dividends 
2s without a breck for more than half a century, t t rat i ; 
, dividends DIVIDENDS: Payments, made without interruption for the last 54 years, h a Sie pees a a ee 
din 1953 bel : a share annually. 
have been maintained at a $2 a share annual rate since 1951. 
| __| MARKET ACTION: Recent price of 36%, compares with a 1952-53 price MARKEY ACTION: Recent price of 3214, compares with the 1952-53 price 
}2-53 price range of High—38, Low—29%4. At current price the yield is 5.5%. range of High—33%, Low—28%2. At current price the yield is 4.96%. 
) 
%. COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
December 31 Dec. 31 Sept. 30 
1943 1952 Change 1943 1953 Change 
aati (000 omitted) ASSETS (000 omitted) 
ong? i Cash ; $ 13,549 $ 14,160 +$ 611 Cash & Marketable Securities $ 18,964  $ 40.520 L$ 21,556 
Marketable Securities 17,642 26.300 8,658 Receivables, Net 7,785 12,085 + 4,300 
+$ WI 983 | Receivables, Net 6,503 9,177 2,674 Materials & Supplies 5,468 19,008 + 13,540 
5,48 | Inventories 25,649 44,842 19,193 TOTAL CURRENT ASSETS 32,217 71,613 39,396 
38 TOTAL CURRENT ASSETS 63,343 94,479 31,136 Property & Equipment 426.569 738,782 312,213 
% | Net Property a 104,419 29,917 Investments & Advances 2,904 3,872 96 
+ 29, 7 Investments 41 1,128 987 Fund Assets 7,518 350 — 7,168 
L 279,716 Other Assets ys 419 1,808 611 Other Assets 052 5,174 2.878 
ne a, a $140,405 = $201,834 $ 61,429 TOTAL ASSETS $477 (260 © $819,791 +-$342,531 
: $315,858 ! Notes Payable—Banks $ 890 +$ 890 LIABILITIES 
» Accounts Payable 4,797 18,050 13,253 TOTAL CURRENT LIABILITIES $ 27,376 S$ 51,468 +$ 24,092 
Dividends Payable . 1,887 3,145 1,258 Other Liabilities 4,103 7,124 4 3,021 
1$ 14,912 Tax Reserve 16,728 22.227 5,499 Reserves for Depreciation 61,936 143,753 81,817 
2,718 TOTAL CURRENT LIABILITIES 23,412 44,312 20,900 Other Reserves 3,427 1,335 - 2,092 
57,19 Reserves : We 9,913 20,726 10,813. Long Term Debt 182,244 270,000 87,756 
2,310 Notes Payable—Banks 4.000 4,000 Long Term Debt—Subsid. 32,400 32,400 
1. 107,276 Preferred Stock . 24,805 24.805 Preferred Stocks 39,954 88,686 48,732 
801 mmon Stock 62,894 62,894 owe Stock 137,816 160,055 22,239 
114,405 rplus 19,381 45,097 | 25,716 Surpl 20,404 64,970 44,566 
20,860 TOTAL LIABILITIES $140,405 $201,834 +$ 61,429 TOTAL LIABILITIES $477,260 $819,791 $342,531 
$315,858 WORKING CAPITAL : $ 39,931 $ 50.167 +$ 10,236 WORKING CAPITAL $ 4,841 $ 20,145 $ 15,304 
4 § 14,685 CURRENT RATIO 27 2.1 =) anG CURRENT RATIO 11 14 3 
J 
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R. J. REYNOLDS TOBACCO CO. 


BUSINESS: The company is one of the largest of the cigarette manufacturers. 
“Camels” its principal brand and one of the best sellers of all standard size 
cigarettes is supplemented by king-size “Cavaliers,” Prince Albert smoking 
tobacco, and a number of brands of chewing tobacco, all of which are also 
leaders in their respective fields. 


OUTLOOK: Earnings stability and a long unbroken dividend record dating 
from the beginning of the present Century have been factors that over a 
number of years have recommended the company’s Class ‘’B’ stock as a 
reliable income producer and a good defensive issue. These qualities have 
been reflected by the issue’s inherent market strength which carried the 
shares to a 1953 high of 49 only to break on psychological dumping fol- 
lowing the much publicized but inconclusive statement to the effect that cigar- 
ette smoking was a possible cause of lung-cancer. Cigarettes have been under 
fire many times in the past as being injurious to health, but they have not 
only overcome these attacks but have established new records of production 
and use as adverse claims have been proven without basis and as a greater 
portion of a growing population joined the cigarette smokers’ ranks. 
Because of Reynold’s foremost position in the industry it should be able to 
command its share of sales volume and extend its earnings and dividend 
record, benefiting this year by the elimination of the excess profits tax that 
took an estimated $1.30 a share out of 1953 operating income, leaving net 
for the Class “B” stocks at an estimated $3.20 a share as compared with 
$2.90 for the preceding year. Earnings for the current year, despite a 
possible downturn in the general economic situation, should parallel last 
year’s figures and the elimination of EPT, on the basis of a conservative 
estimate, could pull net up to somewhere in the vicinity of $4.15 a share. 
Such prospects give credence to the belief that dividends on the common 
stock will be increased during the current year or supplemented by 
an extra distribution. 


DIVIDENDS: The Class “B’’ common is currently on an annual dividend basis 
of $2 a share, having been maintained since 1947. 


MARKET ACTION: Recent price of 39, compares with a 1952-53 price range 
of High—49, Low—32%. At current price the yield is 5.1%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
43 






1952 Change 
ASSETS (000 omitted) 
Cash es $ 9,484 $ 21,033 +$ 11,549 
Desstentsioe, Net 15.372 25,703 2 10.331 
Inventorie 184,199 506,464 4- 322,265 
TOTAL CURRENT “ASSETS . 209,055 553,200 + 344,145 
Net Property ‘ 16,677 34,551 + 17,874 
Investments ; 2,467 025 — 2,442 
Other Assets 2,931 3,8 934 
TOTAL ASSETS $231,130 $591,641 +$360,511 
LIABILITIES 
Notes & Debt Payable . $ 39,500 $ 65,000 +$ 25,500 
Accounts Payable ...... 3,067 5,821 + 2,754 
Taxes & Accruals 19,669 66,395 + 46,726 
TOTAL CURRENT LIABILITIES ...............0.00.... 62,236 137,216 + 74,980 
Long Term Debt . 10,000 130,000 + 120,000 
Preferred Stock ...... 10,000 75,000 + 65,000 
Common Stock mee ; 5,483 + 5,483 
Commmen Bloc: “Glass B"..............0:0rsc0reresee00 90,000 94,517 + 4,517 
MI Basted osiee os sossss vesvavvesscusesstescscns “ 58,894 149,425 + 90,531 
TOTAL LIABILITIES ............... . $231,130 $591,641 +-$360,511 
WIND CAPITAL ..0....0:0ccscossvescssssssossesesese- $146,819 $415,984 +$269,165 
CURRENT RATIO ................... ; 3.3 4.0 + * f 
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UNION TANK CAR COMPANY 


BUSINESS: Ranks as one of the two largest companies engaged in leasing 
railway tank cars. Its fleet of approximately 48,000 units is leased, under 
exclusive contract, to various Standard Oil refineries, as well as other 
important shippers in this country and Canada for transportation of petroleum 
products, liquefied petroleum gas, and other bulk liquids. Also operates car 
building shops and car servicing facilities in the United States and the 
Dominion. 


OUTLOOK: Union Tank Car has long been noted for its well entrenched 
position as a tank car lessor, its earning power, and stability of dividends. 
The company has paid dividends, without interruption, since 1914, or shortly 
after court decree divested the old Standard Oil Co. of N. J., of control. 
Growth of Union Tank Car has paralleled that of the petroleum industry, the 
rate of increase in operating revenues and net income accelerating in the 
postwar years, reflecting greater refinery output and increased consumption 
of petroleum products, particularly gasolines and fuel oils. Another factor 
contributing to higher gross operating income of the company has been the 
demand for tank cars designed to handle liquefied petroleum gas. Although 
Union Tank has added to its fleet of units during the two previous years, 
its 1953 schedule provided for the construction in its own shops of an 
additional 800 tank cars of this type to meet the needs of LPG shippers. 
It also has expanded its service in Canada where it has solidly entrenched 
its operations by the construction of car servicing shops in Quebec and 
Saskatchewan and by taking over Imperial Oil’s fleet of 2,240 tank cars, 
the latter acquisition being consummated as recently as last July. Gross 








operating income of Union Tank, on the basis of first 9 months’ figures for | 


1953, are indicated at a record high with per share earnings of approxi- 
mately $4.35 as compared with $4.06 for the previous year, and $3.62 
for 1951. 


DIVIDENDS: The current annual divivend rate of $2.60 a share on the | 
capital stock has been maintained for the last five years. In 1953, a year-end | 


extra of 10 cents a share brought the year’s total distributions to $2.70. 


MARKET ACTION: Recent price of 45%, compares with a 1952-53 price | 


range of High—46%, Low—377%. 
the regular dividend rate. 


At current price the yield is 5.7% on 
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COMPARATIVE BALANCE SHEET ITEMS 

Dec. 31 June 30 

1943 1953 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 8,537 $ 7,990 —$ 547 
Receivables, al cei eniidtasausiawecaey 4,416 4,778 + 362 
ITE OOD osc csscossrscodesnseseretsiccensess 1,091 4,733 + 3,642 
TOTAL CURRENT. ASSETS 14,044 17,501 + 3,657 
Net Property : rece 22,705 80,376 +- 57,671 | 
Investments é hd oy Ceara 1,362 1,623 + 261 
Other Assets 2,830 491 — 2 
TOTAL ASSETS $ 40,941 $ 99,991 +-$ 59,050 
LIABILITIES 
ooeg “sl Sette ascae: $ 1,041 $ 2,402 4+$ 1,361 
Tax Res : 1,299 2,145 + 846 
TOTAL ‘CURRENT LIABILITIES 2,340 4,547 +. 9a 
Reserves 4,116 + 731 
Long Term Debt . 45,000 + 45,000 
Common Stock 30,000 H 
SINE feascce crac 16,328 a. VU 
TOTAL LIABILITIES .......... $ 40,941 $ 99,991 4+$ 59,050 
WORKING CAPITAL .. $ 11,704 $ 12,954 +$ 1,250- 
RPE) RIRUNOD,  cecsciceecevsnesescsasesensssoesesosncvedben 6.1 3.9 — 232 
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Pittsburgh 


Plate Glass Co. 


—A Unique Study 
In Growth 


By JOHN D. C. WELDON 


* 


One of the oldest of the great American cor- 
porations, Pittsburgh Plate Glass Co. is, at the same 
time, one of the newest in the range of its products. 
As one of the two largest manufacturers of plate 
glass, the company has enjoyed an established posi- 
tion for well over a half century. In recent years, 
the company has spread its activities into many 
other fields, covering a tremendous category of acti- 
vities. It has even entered the field of crude oil and 
natural gas production, through a subsidiary, the 
Southern Minerals Corp. 

Of greatest interest from the standpoint of dy- 
namics is the company’s expansion of fibre glass, 
one of the newer glass developments, and structural 
glass which is rapidly becoming a feature of Ameri- 
can building construction. Immense business build- 
ings, seemingly composed entirely of glass, are now 
a familiar spectacle in the larger American cities. 

Equally impressive has been the expansion of 
Pittsburgh Plate Glass in the field of chemicals with 
a number of the products of its wholly-owned sub- 
sidiary, Columbia-Southern Chemical Co., used in 
the production of plastics, soap, paper and various 
— of rubber manufacture, including synthetic 
rubber. 


Process of Expansion 


Since the end of World War II especially, the com- 
pany has been exceedingly aggressive in acquiring 
all or part interest in a number of companies in 
allied fields. Almost every year since 1945 has wit- 
nessed the addition of some new company to the 
growing list of wholly-owned or majority-owned 
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subsidiaries. Important 
joint ventures are the Pitts- 
burgh-Corning Co. which is 
jointly owned with Corning 
Glass Works; and Koppers 
Pittsburgh Co. which is 
jointly owned with the im- 
portant Koppers Co. The 
company is also well rep- 
resented, through subsidi- 
aries, in South America, 
Canada and Belgium. ° 

To a considerable extent, 
the company has freed itself 
of dependence on outside 
sources for raw materials 
used in its manufacturing 
activities. The availability 
of these sources has been 
an important adjunct in 
maintaining a satisfactory 
ratio of costs to sales. 

Since 1946, sales have in- 
creased from $180 million to 
an estimated $440 million 
for 1953. This is a remark- 
able rate of growth even 
for American industry and 
is partly accounted for by 
internal expansion in physi- 
cal facilities and new pro- 
ducts, and partly through 
the acquisition of other 
companies. 

Property and plant—after 
depreciation—has kept pace, 
with an increase of from 
$71 million approximately in 1946 to $190 million 
million in 1952, Assuming the same rate for addi- 
tions to property established in 1951 and 1952, 
property and plant account for 1953 should be well 
above $215 million. It is probably true, however, 
that the company is so well along in its extensive 
program of construction and improvements that the 
rate for new additions in 1954 may taper off. It is 
noted that unexpended authorizations for capital 
expenditures dropped off from $57.2 million in 1951 
to $29.9 million in 1958. 

The record of the company indicates that for many 
years, capital improvements were financed through 
internal resources. In 1951, however, for the first 
time in post-war years, note and debenture indebt- 
edness appeared to the extent of $27 million, in- 
creased, together with bank loans, in 1952 to $82 
million. 

Earnings, as distinguished by the company be- 
tween “real” earnings 
and those which the 
company was obliged 
to report, have been on 
comparatively steady 
base for the past few 











Pittsburgh Plate Glass 





Earnings Div. 
Per Share Per 





years, averaging about (as Reported) Share 
$3.70 a share in the 1946 $192 $1.20 
period 1949-1953 (last 1947 ....... 3.11 1.70 
year estimated at $4.25 1948 ...... 3.65 1.75 
hey 1949 ....... 4.22 1.75 

a share). 
Dividends have been a a = 
Las 1951 3.44 2.00 
conservative and are 1952 4.07 2.00 
being paid at the rate 1953 Est.4.25 2.25 
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Grand Coulee Dam on the Columbia River required 12,000,000 barrels of cement in its 
construction. The structure rising 550 feet, with a maximum base width of 480 feet, is 


4,500 feet long. Approximately 1,650 feet of its length is used as a spillway capable 


of passing flood of one million cubic feet per second. 


Cement Industry 


Faces Favorable New Year 


By STANLEY DEVLIN 


Hh viiin all the forecasts, with variations, that 
are being made as to the economic trend in 1954, the 
majority of the portland cement manufacturers are 
optimistic as to the immediate outlook for the port- 
land cement industry. 

Contrary to predictions made in the early months 
of 1953 that building projects financed by private 
funds would be in a decline, according to prelim- 
inary estimates of the U. S. Department of Labor 
and the U. S. Department of Commerce, new con- 
struction put in place during the year totaled $34.8 
million, the highest volume in the 39 years for 
which data are available. Of this sum, $23.6 billion 
represented private construction, establishing new 
records for private spending on commercial, reli- 
gious, educational, and public utility construction, 
while public outlays gained 4% over 1952 volume 
to $11.2 billion on schools, highways, and sewer 
and water construction. 

It is conceivable that industrial plant projects in 
the current year may be under 1953 volume, but at 
the moment there is no tangible indication that there 
will be a substantial reduction in new plant ex- 
penditures. The usual decline in construction activity 
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in the final months of 1953 
was no more than seasonal, 
most types of construction 
remaining strong, increas- 
ing by 4% above the De- 
cember, 1952, total. Signi- 
ficantly, although starts of 
privately owned nonfarm 
housing were down by al- 
most 11% in November, 
1953, based.on U. S. Labor 
Department’s Bureau of La- 
bor Statistics preliminary 
figures, the decline was less 
than usual for that month, 
the drop in November from 
October in each of the previous years from 1950 to 
1952, amounting to around 18%. As the Bureau 
points out, on a seasonally adjusted basis, private 
starts in November, 1953, were at an annual rate 
of 1,069,000, the highest rate since last April. 

Admittedly, there was some pessimism among a 
number of important home builders as 1953 drew 
to a close, but some of this feeling is dissipating as 
mortgage money is becoming more plentiful with 
signs of greater buyer interest in new homes. The 
concensus of opinion among builders is that activity 
in nonfarm housing should be further stimulated 
should the Congress adopt the recommendations of 
the President’s advisory committee on housing poli- 
cies and programs. 


Outlook for Thruways 


The improved outlook for building starts is in 
addition to the expectation that expenditures for 
highway projects, public schools and other govern- 
ment buildings, both Federal and state, and for 
sewer and water construction will rise above last 
year’s volume. Thruways now in the course of con- 
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struction and those contemplated by the various 
states will take huge amounts of cement for their 
construction. New York’s 427-mile express road is 
moving rapidly ahead to completion scheduled for 
sometime this year. Ohio has approved a 241-mile, 
$326 million thruway that is expected to be in oper- 
ation in 1955 that will connect at one point with a 
proposed 150-mile thruway that will traverse north- 
ern Indiana. In Connecticut a 125 mile thruway has 
been approved and Florida is looking forward to 
having a 110 mile super-highway in operation with 
Miami as its southern terminal. Other states have 
already laid out thruway plans or have them on the 
drawing boards. 

Although billions of dollars have been spent in 


bringing thruways into use and modernizing existing’ 


highways to handle increased car and truck traffic, 
studies by highway departments of all the states 
over the last three or four years have lead to the 
conclusion that road building programs will have 
to be stepped up considerably, requiring expenditures 
at an annual rate of at least $6 billion for the next 
15 years. Not all of this total sum would go for 
cement for the building of concrete roads, but these 
highways will take more cement than did those built 
five or ten years ago. Instead of pavements of four 
or five inches thick, the experts are of the opinion 
that 9-inch thickness of concrete, as laid down in 
building the New York Thruway, is essential if the 
new roads are to stand up for any length of time 
under the gruelling use of modern traffic. 

Consumption of cement for the building of thru- 
ways and free highways will continue to take a sub- 
stantial portion of the portland cement makers’ out- 
put for years to come. This outlet, however, is but 
one of the many that have developed in less than a 
decade, resulting in shipments of the industry within 
the continental United States increasing from 167.8 
million barrels in 1946 to 1952 shipments of 247,- 
373,020 barrels, an all-time peak which, based on 
first 1953 ten months’ shipments of 227,264,000 
barrels (a barrel in all instances being the equiva- 
lent of four bags) was surpassed during the year 
just closed. While large building and other construc- 
tion projects account for a goodly portion of in- 
creased shipments, much of the expansion in the 
industry reflects the advances made through re- 
search by the Portland Cement Association in ce- 
ment technology, making possible savings in the 
cost of construction and greater durability and 
longer life for concrete structures. 


New Uses for Cement 


Among the fruits of research have been a number 
of new applications of portland cement and con- 


crete. The use of portland cement for reinforced 
concrete, through experience and research have re- 
sulted in steady improvement, design and construc- 
tion practice. Now reinforced concrete is accepted 
and widely used for building construction, including 
large apartment houses, hotels and other building 
as well as for a variety of purposes ranging from 
a simple fence post to vast and complicated engineer- 
ing projects. 

Reinforced concrete has also grown in favor for 
both the ornamentation and the structural parts of 
buildings and in the erection of certain types of 
bridges. In structures where unusually shallow 
depth, long spans or large unsupported areas are 
required, prestressed concrete has become an in- 
creasingly important adjunct to reinforced concrete. 
Prestressing breaks down previous limitations on 
the spans and loads; it permits the building of con- 
crete roofs, floors and structural members for longer 
unsupported spans than ever before. 

Concrete has taken its place as the nation’s fastest 
growing type of house construction. On the farm, 
concrete has displaced the old red barn and the 
many other farm structures that required constant 
maintenance, without which, they quickly deteri- 
orated into eyesores. Concrete structures in the 
rural areas that lack adequate fire-fighting facilities 
give greater protection against fire hazards, and on 
the dairy farm concrete is a virtual necessity for 
all types of dairy buildings if the utmost in sanita- 
tion is to be achieved. 

The scope of the various uses of precast concrete 
structural members has grown rapidly and covers 
nearly every field of construction, their use including 
such items as piles and decks for railway and high- 
way bridges, floor and roof slabs, wall panels, joists, 
beams, girders, and rigid frames. Concrete pipe has 
displaced cast iron to a great extent in the construc- 
tion of water and sanitation systems. This type 
of pipe made in various sizes are used to solve 
many different types of drainage problems of var- 
ious airports, rural highways and city streets, man- 
ufacturing sites and playing fields. The productivity 
of many acres of farm land throughout the United 
States is dependent upon concrete pipe for proper 
underground drainage. 


Increase in Capacity 


To keep pace with increasing demand, the indus- 
try has made steady gains in productive capacity and 
has improved its economic structure eliminating 
obsolete plants, modernizing others and, in some 
instances, erecting plants in what were rated as 
“deficit” areas. Plant improvements have helped 
increase efficiency and widen profit margins. A gen- 






































Statistical Data on Leading Cement Companies 
§ I 
1952 —1953 Ist 9 Months— 
Net Net Net Net — Earnings Per Share — 
Sales Profit Sales Profit Ist9 mos. Price Range Recent Div. Div. 
(Mil.) Margin (Mil.) Margin 1952 1953 1952-1953 Price 1953 Yield 
Alpha Portland Cement $ 25.3 10.9% $ 25.41 10.5%! $ 4.74 $ 4.561 52-36% 43 $ 3.00 6.9% 
General Portland Cement ...... 29.4 16.6 23.2 16.2 4.71 3.63 5412-341 48 3.00 6.2 
Lehigh Portland Cement .. 53.6 10.8 44.4 10.3 3.07 2.42 34 -21% 27 1.20 44 
Lone Star Cement ..................... 80.9 11.2 59.3 11.2 3.19 2.33 3414-2312 29 1.75 6.0 
Penn-Dixie Cement .................. 24.9 10.7 21.2 12.0 4.44 4.25 3912-2354 35 2.30 6.5 
1_12 months ended Sept. 30, 1953. 
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eral price increase of from 10 to 20 cents a barrel 
early last year has also helped to restore the proper 
balance between costs and selling prices that, with 
portland cement demands in 1954, holding at or 
close to last year’s requirements should mean an- 
other profitable year for the major portland cement 
producers. A brief description of the major com- 
panies follows: 

Alpha Portland Cement Co.: Although the earn- 
ings report of Alpha, covering the 12 months to 
Sept. 30, 1953, do not fully reflect the benefits ac- 
cruing from the Spring price rise, net for the full 
period increased to $4.56 a share, as compared with 
$4.27 for the corresponding 12 months of the pre- 
vious year. Increased depreciation charges lowered 
pre-tax earnings slightly, but despite this excess 
profits tax amounting to $576,985 was equivalent 
to 98 cents a share on the outstanding 586,956 shares 
of common stock. Results for the final quarter of the 
1953 calendar year should reflect improved profit 
margins from the price increase, indications that 
net for the 1953 calendar year should be slightly in 
excess of $5.00 a share, as compared to $4.74 for 
1952, and again providing a solid base for the $3.00 
a share in dividends paid last year, duplicating the 
rate of payout in 1952. With 1954 cement demands 
paralleling 1953 shipments, it appears reasonable to 
anticipate net earnings matching 1953 results with 
the added benefit of the EPT saving. The company’s 
Sept. 30, 1953, balance sheet showed a good financial 
position. Current assets of $10.6 million included 
about $6 million, or approximately 60% of the total, 
in cash and U. S. Government securities, the latter 
sum alone being more than three times total current 
liabilities of $2,002,463. Currently priced around 
443/,, the dividend yield is equal to 6.7%. 

General Portland Cement Co.: One of the lowest 
cost portland cement producers, General Portland 
has scored a steady growth, largely as a result of 
the steady increase in use of portland cement 
throughout the south and southwest served by the 
company’s six plants strategically located. Addi- 
tional productive facilities at the Houston plant are 
expected to go into operation sometime this year, 
increasing capacity there by approximately 1,250,- 
000 barrels annually. This is in addition to the 
1,250,000 barrel productive increase at the Tampa 
plant, and will bring annual productive capacity to 
13 million barrels. First 1953 half-year earnings 
equal to $2.30 a share fell under the $2.46 realized 
in the same period of 1952, but third quarter net 
of $1.33 a share, as compared to $1.23 in the year 
earlier reflected benefits of the price increase 
throughout the industry and fuller operation of the 
new Tampa facilities. Net for the first nine months 
of last year, as a result of the comparatively good 
third quarter, increased to $3.63 a share on which 
basis full 1953 earnings should amount to approxi- 
mately $4.80 a share, assuring, especially in view of 
the current year’s favorable outlook, a continuance 
of the present $3 a share annual dividend rate that 
has been maintained since 1950. It is estimated that 
1953 excess profits tax took about 90 cents a share 
out of earnings. At current price of 4914, the stock 
yields 6.0%. 

Lehigh Portland Cement Co.: One of the largest 
of the portland cement manufacturers, operating 
15 well-located plants with a productive capacity of 
approximately 22.4 million barrels annually. To keep 
pace with the growth of the industry and to main- 
tain its strong competitive position, Lehigh has car- 





ried out a broad improvement and expansion pro- | 
gram during the years since the beginning of 1946, | 
Its expenditures, largely from retained earnings, 
for these purposes total approximately $54 million 
to the close of last year. A major development has 
been the construction of the new Bunnell, Florida, 
plant, that went into operation late in 1952. Initial 
capacity at Bunnell of 1.4 million barrels annually 
will add about $3.5 million to total sales volume, but 
because of accelerated amortization of physical 
assets to the extent of 70% of total cost over a five- 
year period, earnings of the new plant will not be 
immediately reflected in Lehigh’s total net income, 
although on the basis of net income for the first 
9 months’ of 19538, a period in which earnings 
amounted to $2.42 a share, indications point to full 
year’s results around $3.40 a share, as compared 
with $3.07 in 1952, and $2.90 a share in 1951. 
Because of the substantial capital expenditures in 
the postwar years and those contemplated in the 
near future the company has followed a conservative 
dividend policy, holding the current annual rate to 
$1.20 a share. Elimination of EPT since the begin- 
ning of 1954 may mean a small saving in per share 
taxes, but it is not likely that this would have any 
weight in immediately altering the current rate of | 
payment, although the stock is selling on a lower | 
yield basis, 4.2% at recent price of 28, than other | 
cement stocks of equal merit. 

Lone Star Cement Corp.: One of the largest of the 
portland cement manufacturers, Lone Star, in addi- 
tion to 12 domestic plants so situated as to serve 
the entire eastern half of the United States as well 
as the important Gulf Coast area, through sub- 
sidiary companies has plants in Cuba and at various 
points in South America with practically the entire 
southern continent as a market. The combined ca- 
pacity of all the plants, amounting to 32.2 million 
barrels annually has risen steadily in each of the 
last eight years and will again be increased by an- 
other 3 million barrels in the current year as ex- 
panded facilities at the Maryneal, Tex., and Roan- 
oke, Va., plants go into full swing, adding materially 
to sales volume that has risen more than 100% 
since 1946, or from $39.8 million in that year to an 
all-time high in 1952 of $80.9 million which when 
final figures for 1953 are released will probably show 
this volume to have been duplicated. Continued heavy 
accelerated amortization charges, together with 
higher Federal income and excess profits taxes for 
the year just closed are reflected in a slight dip in 
net profits to $2.33 a share for the first 9 months 
of 1953, as compared with $2.42 for the correspond- 
ing period of 1952. On the basis of this showing, 
full 1953 earnings will probably be just above 
$3.00 a share and under the $3.19 a share shown for 
the previous year. A significant feature of the 1953 
nine months’ statement is the evidence of operating 
economies aided by the price increase put into effect 
in April of last year. Continuation of this improve- 
ment, the elimination of EPT that took about 40 
cents a share of 1953 earnings, and a sustained de- 
mand for the company’s products in this and the 
Latin American countries, warrant an optimistic 
view of earnings for the current year, with the pos- 
sibility that the 1953 dividend rate of 35 cents 
quarterly and year-end extra of the same amount, 
could be moderately increased. Such action, how- 
ever, might be held in abeyance until completion of 
accelerated amortization. At its current price around 
29, the dividend (Please turn to page 522) 
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IMPORTANT INDIVIDUAL 1953 PRICE MOVEMENTS IN THE 300 
STOCKS REPRESENTING THE MAGAZINE OF WALL STREET COMBINED AVERAGE 








1953 1953 1953 in Change 1953 1953 1953 in Change 

High Low Last Points(a) yA High Low Last Points(a) ye 
Abbott Laboratories 472 39% 45 —%e — 2% Radio Corp. of America 29% 21 23 5% 19 
Admiral Corp. ......... 3234 1858 1852 534(b) 26 Richfield Oil 65 43% 48 16 25 
Air Reduction - 29% 22M 232 5% 18 St. Joseph Lead 43% 30% 3312 71% 19 
Allegheny Ludlum Steel. . 39 25% 2758 93a(a) 23 Schenley Industries 28 20 20% 6 22 
Allied Chemical ............ ... 76% 62 73% 32 4 Simmons Co. 34 28's 29% 1% 5 
American Airlines ........ . 15% 11% 11% 3% 22 Sinclair Oil 4358 3012 31% 10% 25 
American Car & Fdry. 4934 302 31% 5 (a) 5 Socony-Vacuum . 37% 30 3512 2% 2 
American Cyanamid 55% 41% 47% 6% WW Southern Pacific . 49% 35% 36% 9% 20 
American Locomotive 18% 1212 12% 5% 29 Standard Oil of Calif. 59% 49% 52% 6% 10 
American Smelt. & Refining... 44 25'2 28 14% 34 Standard Oil of N. J. 7852 67 72 5% 7 
American Steel Foundries 36 2558 26% 5% 18 Studebaker . 4312 20 20'2 1958 49 
American Tobacco ............... _ 77% 59% 61% 3% 5 Timken Roller Bearing 4634 35 35% 10% 23 
American Viscose .......... 60% 35% 36% 24 40 Union Bag & Paper 4912 38% 44 334 8 
American Woolen ...... . 2712 13% 14% 12% 45 Union Pacific R. R. 11534 +=100 10534 92 8 
Anaconda Copper .................. 45% 29 29 13% 32 United Air Lines 32% 21% 21% 8% 27 
Armco Steel 43% 305 32% 92 22 United Fruit 58% 44 45 12% 21 
Armour & Co. . 12% 8% 8% 1% 18 U. S. Rubber 31% 2312 29% 1% 3 
Atchison Top. & Santa Fe......103 86 94 7\2 7 U. S. Steel 44\ 332 3912 2% 7 
Atlantic Coast Line . 119% 83% 84 3534 30 West Indies Sugar 2934 17% 17% 1158 39 
Atlantic Refining ... 33% 255% 28 5% 17 Westinghouse Air Brake 29% 22% 2258 4% 16 
Baltimore & Ohio . 30% 18% 18% 8% 32 Woolworth 48 425% 43M 1%4 4 
Bethlehem Steel 57% 44% 50 5% 9 Youngstown Sheet & Tube 47% 34 375% 87% 19 
Borg Warner 86 64% 75% 4 5 Zenith Radio 84 6258 64 17 21 
Burlington Mills 17 10% 10% 6 36 — a eee 2 : 
Burroughs Corp. 1758 13'2 15% 1% 7 STOCKS SHOWING ADVANCES 
Caterpillar Tractor . 65% 45\2 49 1634(a) 22 D P P 
Celanese Corp. 38% 18% 119% 18% 49 ne Core 

‘ : t 1953 1953 1953 in Change 

Certain-teed Products 1558 11” 122 1% 13 High L pre Peiat aie 
Chesapeake & Ohio 41% 333% 33% 6% 16 ’ ig = ao tm F 
Chicago, Milw., St. P.& P... 22% 10 10 10% 51 American Can . 40 3158 39% «2+ 3% +10% 
Chrysler Corp. ........ . 96% 5834 593% 365% 38 American Home Products 484 36 48 10% 29 
Cities Service 95% 70% 78 17% 18 American Mach & Fdry. 24% 19% 22% Yala) 7 
Commercial Credit 38% 31 35% 2% 5 Boeing Airplane 50% 36% 48 7% 86019 
Commercial Solvents . 22% 16 16% 5% 24 Borden Co. 6134 522 60% 72 «(14 
Continental Oil 6234 48% 652 10% 17 Bridgeport Brass 25% 19% 24% 2% 12 
Crane Co. wee 34% 25% 28% 3 9 Canada Dry 13% 10 1258 1% 12 
Cuban American Sugar 17 113% = 1138 4% 29 Climax Molybdenum 43% 89 33%e = 37% M 2 
Deere & Co. Po 303 231% 24% 6% 20 Commonwealth Edison 3712 32% 37's 2% 7 
Delaware & Hudson 52% 4012 4334 6% 12 Consumers Power 40% 35 39% 1% 5 
Dome Mines 233% 13% 14% 612 31 Continental Baking 25% 1858 20'2 158 9 
Erie R. R. 227s 16 16% 612 28 Continental Can 58% 45\2 5412 6% 13 
Flintkote 32 251s 253% 312 12 Corn Products 78 67's 7358 4% 6 
General Baking 1412 10 10% 3 22 Detroit Edison 307% 242 29% 438 17 
General Cable... 14 912 10% 136 12 Doug!as Aircraft 8734 60 825 20% 32 
General Motors .. 69% 53% 59% 4% 13 Du Pont 108% = 91 107% 1034 W 
Gimbel Bros. 1634 1256 13 212 16 Eastman Kodak . 473% 4158 47 2% 10 
Grumman Aircraft 28% 19% 23% 2% 9 Freeport Sulphur 513% 39% = 45% 2% 6 
Gulf Oil : 5052 41% 46% 4¥e(a) 4 General Electric 92% 66% 8712 14% 20 
Homestake Mining .... 4138 327% 33 538 14 General Foods 6134 50% 597% 612 12 
Houdaille-Hershey ... 17 12 13 % 5 International Paper 593% 47% 56% Wala) 12 
Houston Oil 79 54 6634 4% 7 Kroger Co. 4672 3712 4672 7% 18 
Hudson Motor ............ 17 9, 10% 6" 36 Lockheed Aircraft 29% 20% 272 4%(a) 28 
Illinois Central 8812 65% 76% 834 10 Lorillard (P.) 30'2 2358 25\2 1 a 
International Harvester 33 2412 ys 5% 17 Martin (G. L.) 1838 12% 16% 1% WW 
International Nickel 4758 342 35 11% 8624 National Biscuit 38 34 361% % 2 
International Tel. & Tel. 20% 13%2 1312 5\2 29 National Cash Register 60" 51'%2 59'2 2%(a) 15 
Johns-Manville .. 74% 57% 655 8% +211 National Dairy 66%2 56% 65% 6% 10 
Kennecott Copper 82 59%, 64% 14% 19 N. Y., New Haven & Hart. 34 19% 2334 1% 4 
Kresge (S. S$.) ..........0.0. 35% 3134 3212 234 7 North Amer. Aviation 22% 15% 21% 4% 30 
Macy (R. H.) & Co. 26 20% 20s 4% 19 Otis Elevator 46% 3758 45% 6% 16 
Mi polis-Moli 1938 8% 9% 8 10 Pepsi-Cola 15% 1034 13% 1% W 
Montgomery Ward ...... 6512 5358 56 6 9 Procter & Gamble . 712 595% 69 1% 2 
Nash-Kelvinator 25% 16 16 6% 28 Republic Aviation 27 1912 23 3%s(a) 27 
National Distillers ....... 23%2 167% 1812 4 18 Republic Steel 52% 40% 48%4 2 4 
National Steel ............... 52% 40% 4658 45 9 Safeway Stores 40% 32% 3912 5M 15 
New York Central ......... ; 252 1834 1834 35 15 Sears Roebuck 627% 56" 62 2 3 
Ohio Oil Podesta dees 57% 497% 5334 2% 5 Shell Oil 792 625% 77 (a) 434 8 
Gliver Corp. .......:..<-.<- 14% 852 9 5 36 Sperry 49% 3534 46\2 3% 9 
Paramount Pictures 303 24%2 2612 158 6 Standard Brands 29% 25 283 5g 2 
Pennsylvania R. R. .... 2334 165% 16% 5% 25 Swift & Co. 44% 35% 43% 7% 22 
Phelps Dodge ...... 43% 29% 30% 9% 23 Twentieth Cent. Fox Film 21% 13% 202 7% 54 
Philco Corp. ........ 362 265 2812 634(a) 15 Union Carbide & Carb. 75% 612 74% 2% 3 
PUI RMMSEUID: «5 <-cescsnccsnseeasscince 55 41% 4258 6% 12 United Aircraft . 50% 31% 465% 852 22 
Phillips Petroleum... 6912 48% 532 93% 15 Westinghouse Electric ... 522 3912 50% 3% 6 
Public Service Elec. & Gas... 27% 24s 2558 1% 4 White Motor . 30% 23 29\2 4%(a) 17 
Pure Oil sotetsetdstecaasstesjsys | 42% 46% 18% 28 Willys Overland 1658 11% 162 3% 30 


STOCKS SHOWING DECLINES 


Decrease Percentage 








Decrease Percentage 








(a)—Unadjusted for stock dividends 10% or less. 


(b)—Adjusted for 20% stock dividend. 


*—Adjusted for stock dividends and split-ups. 
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By J. S. WILLIAMS 


- a bank state- 


ments for 1953 issued this 
month reflect an excellent 
year in most cases, marked 
by a continued growth in 
gross earnings to all-time 
high levels. While increases 
took place also in operating 
expenses and taxes, net in- 
come in most cases rose 
moderately to establish new 
peaks. 

There were numerous ad- 
vances in cash dividend 
rates, though usually of lim- 
ited size, and some stock 
dividends and _ splitups. 
Market prices of bank 
shares, which declined some- 
what during the first half 
of 1953, regained most of 
the loss during the second 
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$1,322 million, but in 1953 
decreased by $986 million. 
Time deposits, however, 
which in 1952 had increased 
by $1,367 million, acceler- 
ated the rate slightly in 
1953 to $1,585 million. 

In the broad economic 
picture, this slowing down 
in the rate of bank credit 
expansion reects the suc- 
cess of the country’s fiscal] 
and monetary authorities— 
executed with the coopera- 
tion of the commercial 
bankers—in putting the 
brakes on inflation and ar- 
resting the slump in the 
value of the dollar. Com- 
modity prices and bank 
loans are so_ interrelated 
that a rise in one is both 
cause and effect of a rise in 
the other. With the artificial 
boom induced by the Korean 
action now largely sub- 
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half and still appear to en- 
joy a favorable rating by 
investors. 

In examining the major factors affecting bank op- 
erations in 1953, the most outstanding is perhaps 
the sharp decrease in rate of expansion in total bank 
credit as compared with 1952 and several years prior. 
Commercial, industrial and agricultural loans of all 
reporting member banks, which in 1952 had ex- 
panded $1,782 million, actually declined in 1953 by 
$2 million. Despite a continued increase in other 
types of loans (to security dealers, on real estate, 
to banks, and miscellaneous, including consumer 
credit) the expansion in total loans declined from 
$3,583 million in 1952 to $1,986 million in 1953, or 
by almost half. 

At the same time, the portfolio of U. S. Govern- 
ment securities, which had increased in 1952 by 
$278 million, declined in 1953 by $179 million. Hold- 
ings of other securities, which had increased in 
1952 by $478 million, increased in 1953 by only $73 
million. 

This slowing down in the growth of bank earning 
assets resulted not only from the slackened need 
by customers for commercial loans but also from the 
check that occurred in the expansion of deposits. 
Demand deposits (adjusted) increased in 1952 by 
$1,278 million, but in 1953 by only $804 million. 
U. S. Government deposits in 1952 increased by 
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» sided, most commodities in 
ample if not excess supply, 
and price levels stable or 

soft, there is no longer much incentive for business 

to accumulate or carry inventories any larger than 
needed for reasonable requirements. 
Against this background of slackening demand for 

bank credit last year, the explanation of the im- 

proved earnings is found in the slightly higher level 


of average interest rates that prevailed—together 


with good revenues from departmental service 
charges and a remarkably low experience of losses 
on bad loans. This is noted in the table on changes in 
typical money rates and bond yields. 

Following the money squeeze in the early summer 
of 1953, the lowering of bank reserve requirements 
and the subsequent sharp recovery in market prices 
of government securities have again driven down 
yields to the levels of a year ago or even lower. 

This development, considered along with the pos- 
sibility of a further slackening in demand for bank 
borrowing, has caused repeated rumors of a break 
in the rate for “prime” commercial loans, which was 
raised from 3 to 314,% last April. Such rate, which 
is in no sense “official” but is granted generally by 
the large banks on short-term loans to their best 
customers, is at the highest point since the depths 
of the great depression. It ruled unchanged at 114% 
from 1933 to 1947, when it was raised to 134%, 
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followed by increases in 1948 to 2%, in 1950 to 244%, 
and three 14.% increases in 1951 to 3%. Foreshad- 
owing, possibly, a cutback in the prime rate have 
been recent decreases in rates both for open-market 
commercial paper and for sales finance company 
paper bought by banks. 

The consistent record of improvement in bank 
operating earnings during the past ten years is 
shown in the accompanying summary of all insured 
commercial banks in the United States, with 1953 
figures partly estimated. 

Current operating earnings are derived princi- 
pally from interest on loans, income from securities, 
and receipt from various service charges, branch op- 
erations, etc., most of which have continued on the 
rise. Current operating expense statements for last 
year reveal, in the case of many banks, that the 
largest item was taxes (including income taxes, 
realty taxes, social security taxes, deposit insurance 
assessments, etc.) the total of which actually ex- 
ceeded total wages and salaries paid. This year, many 
banks will obtain relief through the expiration of the 
excess profits tax. Another heavy and growing ex- 
pense is the interest paid on savings accounts, re- 
flecting both the growth in such deposits and the 
widespread increases last year in rates paid to de- 
positors. 

Net operating earnings after taxes exclude num- 
erous special transactions involving charge-offs of 
bad loans and losses on securities, recoveries and 
profits on such items, and transfers of various re- 
serves into and out of income or surplus accounts. 
Because of these special accounting practices 
peculiar to banks, the published figures on “oper- 
ating earnings” invariably differ somewhat from the 
“indicated earnings” based on the net change in 
balance sheet surplus after allowance for dividends 
paid. Moreover, earnings computed on either basis 
are often distorted by security sales and purchases, 
combined with the application of high income tax 
rates. 

In the summer of 1953, for example, when market 
prices of government securities slumped temporarily 
upon the tightening of the money market, many 











Post-Korean Changes in Interest Rates and 
Bond Yields 


June Jan Jan. 
1950 1953 1954 
MONEY RATES: 
Prime commercial loans $2.00 $3.00 $3.25 
Commercial paper, 4-6 mos. 1.31 2.31 2.25 
Bankers acceptances, 90 days 1.06 1.82 1.88 
Treasury bills, 3 months 1.17 2.04 1.57 
Treasury certificates, 9-12 mos. 1.23 1.97 1.50 
Treasury notes, 3-5 yrs. 1.47 2.39 2.37 
Fed. Res. Bank rediscounts 1.50 2.00 2.00 
BOND YIELDS 
Baa Corporate bonds 3.28 3.51 3.74 
AAA Corporate bonds 2.62 3.02 3.12 
Long-term U. S. bonds 2.33 2.80 2.88 
High-grade municipal bonds 2.09 2.42 2.58 























banks sold out certain issues so as to establish tax 
losses, which would be offset to the extent of the 
82% federal normal tax and excess profits tax, plus 
state income tax. Then the banks reinvested in other 
government issues selling at discounts, which not 
only maintained their investment position but es- 
tablished their new costs at lower levels and thereby 
boosted their rates of current yield. 

In addition, they stand to benefit by a probable re- 
covery in prices as the securities approach maturity, 
which may be treated not as regular income but as 
capital gains subject to a lower rate of tax. Because 
of switches of this sort in 19538, the reported earn- 
ings of many banks appeared lower than they would 
otherwise have been. A corresponding or even 
greater gain, of course, should carry over into 1954 
or later years. 

From the statistical data on twenty leading 
bank stocks, it will be noted that the 1953 earnings 
per share (net operating or indicated) increased 
over those of 1952 in practically every case. 

Among the balance sheet items, however, the 
changes were mixed, reflecting particularly the fact 
that most of the big (Please turn to page 518) 












































Statistical Data on Leading Bank Stocks 
— Total Deposits — Loans & Discounts — U.S. Govt. Securities Book Value Earnings per Share* Indicated 
12-31-53 12-31-52 12-31-53 12-31-52. »—-12-31-53.—-12-31-52 per Share Year Year Current Recent Dividend 

(Millions) 12-31-53 1953 1952 Dividend Price Yield 
Amer. Trust, San Francisco $1,198 $1,170 $ 560 $ 528 $ 377 $ 363 $3420 $275 $248 $4140 $ 32'2 4.3% 
Bank of Amer., S. Francisco 7,744 7,485 4,149 4,069 1,669 1,756 18.40 2.31 2.10 1.60 3434 4.6 
Bank of Manhattan, N. Y. 1,299 1,269 622 583 324 313 34.40 2.70 2.52 1.70 38'4 4.4 
Bankers Trust, N. Y. 1,908 1,907 988 1,012 505 503 58.90 4.17 3.97 2.20 52\2 4.2 
Chase National, N. Y. 5,062 5,247 2,394 2,512 927 1,053 51.80 3.65 3.48 2.00 452 4.4 
Chemical Bank, N. Y. 1,816 1,881 774 823 453 486 46.90 3.98 3.60 2.00 48 4.2 
Cleveland Trust Co. 1,278 1,243 501 470 465 487 217.00 6.00 190 3.2 
Continental Illinois, Chi. 2,536 2,480 793 694 1,116 1,179 92.50 7.94 6.77 4.00 8612 4.6 
Corn Exchange, N. Y. 775 771 216 185 334 343 68.50 5:25 4.71 3.00 6134 49 
First National of Boston 1,536 1,520 689 724 443 411 46.00 : 4.13 2.40 50 4.8 
First National of Chicago 2,621 2,477 1,192 1,148 817 695 216.00 16.85 14.35 8.00 262 3.1 
First National of N. Y. 580 553 269 245 171 213 474.50 23.15 24.28 23.00 381 6.0 
Guaranty Trust, N. Y. 2,521 2,625 1,405 1,566 743 699 78.20 4.49 4.78" 3.50 6554 5.3 
Hanover Bank, N. Y. 1,657 1,677 705 691 572 511 121.80 8.25 7.75 4.00 100 4.0 
Irving Trust, N. Y. 1,324 1,264 608 632 373 353 24.50 1.73 1.63 1.30 23 5.6 
Manufacturers Trust, N. Y. 2,699 2,726 918 875 833 805 71.20 5.81 5.31 3.00 6278 4.8 
National Bank of Detroit 1,700 1,639 358 332 801 722 41.30 3.41 3.51* 2.00 44s 4.5 
National City, N. Y. 5.538 5,614 2,369 2,270 1,540 1,427 56.60! 4.17! 3.83! 2.20! 52% 4.2 
New York Trust 679 718 327 337 215 224 123.90 9.01 8.70 5.50 113% 4.8 
Philadelphia National 804 811 315 319 182 199 97.50 8.09 5.00 103%4 4.8 

*—Net operating or indicated earnings. *—Adjusted for stock dividend paid Nov. 16, 1953. 
'_Includes City Bank Farmers Trust Co. ’—Adjusted to reflect 5-for-1 stock split in Jan. 1953. 
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By J. S. WILLIAMS 


: 7 bank state- 


ments for 1953 issued this 
month reflect an excellent 
year in most cases, marked 
by a continued growth in 
gross earnings to all-time 
high levels. While increases 
took place also in operating 
expenses and taxes, net in- 
come in most cases rose 
moderately to establish new 
peaks. 

There were numerous ad- 
vances in cash dividend 
rates, though usually of lim- 
ited size, and some stock 
dividends’ and _ splitups. 
Market prices of bank 
shares, which declined some- 
what during the first half 
of 1953, regained most of : 
the loss during the second Ae SPS); 
half and still appear to en- - 
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$1,322 million, but in 1953 
decreased by $986 million. 
Time deposits, however, 
which in 1952 had increasec 
by $1,367 million, acceler- 
ated the rate slightly in 
1953 to $1,585 million. 

In the broad economic 
picture, this slowing down 
in the rate of bank credit 
expansion reects the suc- 
cess of the country’s fiscal 
and monetary authorities— 
executed with the coopera- 
i of the commercial 
bankers—in putting the 
brakes on inflation and ar- 
resting the slump in the 
value of the dollar. Com- 
modity prices and bank 
loans are so _ interrelated 
that a rise in one is both 
cause and effect of a rise in 
the other. With the artificial 
boom induced by the Korean 
action now largely sub- 
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joy a favorable rating by eS LYARN F 
investors. 

In examining the major factors affecting bank op- 
erations in 1953, the most outstanding is perhaps 
the sharp decrease in rate of expansion in total bank 
credit as compared with 1952 and several years prior. 
Commercial, industrial and agricultural loans of all 
reporting member banks, which in 1952 had ex- 
panded $1,782 million, actually declined in 1953 by 
$2 million. Despite a continued increase in other 
types of loans (to security dealers, on real estate, 
to banks, and miscellaneous, including consumer 
credit) the expansion in total loans declined from 
$3,583 million in 1952 to $1,986 million in 1953, or 
by almost half. 

At the same time, the portfolio of U. S. Govern- 
ment securities, which had increased in 1952 by 
$278 million, declined in 1953 by $179 million. Hold- 
ings of other securities, which had increased in 
1952 by $478 million, increased in 1953 by only $73 
million. 

This slowing down in the growth of bank earning 
assets resulted not only from the slackened need 
by customers for commercial loans but also from the 
check that occurred in the expansion of deposits. 
Demand deposits (adjusted) increased in 1952 by 
$1,278 million, but in 1953 by only $804 million. 
U. S. Government deposits in 1952 increased by 
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» sided, most commodities in 
ample if not excess supply, 
and price levels stable or 

soft, there is no longer much incentive for business 

to accumulate or carry inventories any larger than 
needed for reasonable requirements. 

Against this background of slackening demand for 
bank credit last year, the explanation of the im- 
proved earnings is found in the slightly higher level 
of average interest rates that prevailed—together 
with good revenues from departmental service 
charges and a remarkably low experience of losses 
on bad loans. This is noted in the table on changes in 
typical money rates and bond yields. 

Following the money squeeze in the early summer 
of 1953, the lowering of bank reserve requirements 
and the subsequent sharp recovery in market prices 
of government securities have again driven down 
yields to the levels of a year ago or even lower. 

This development, considered along with the pos- 
sibility of a further slackening in demand for bank 
borrowing, has caused repeated rumors of a break 
in the rate for “prime” commercial loans, which was 
raised from 3 to 314,% last April. Such rate, which 
is in no sense “official” but is granted generally by 
the large banks on short-term loans to their best 
customers, is at the highest point since the depths 
of the great depression. It ruled unchanged at 114% 
from 1933 to 1947, when it was raised to 134%, 
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followed by increases in 1948 to 2%, in 1950 to 2144.%, 
and three 14.% increases in 1951 to 3%. Foreshad- 
owing, possibly, a cutback in the prime rate have 
been recent decreases in rates both for open-market 
commercial paper and for sales finance company 
paper bought by banks. 

The consistent record of improvement in bank 
operating earnings during the past ten years is 
shown in the accompanying summary of all insured 
commercial banks in the United States, with 1953 
figures partly estimated. 

Current operating earnings are derived princi- 
pally from interest on loans, income from securities, 
and receipt from various service charges, branch op- 
erations, etc., most of which have continued on the 
rise. Current operating expense statements for last 
year reveal, in the case of many banks, that the 
largest item was taxes (including income taxes, 
realty taxes, social security taxes, deposit insurance 
assessments, etc.) the total of which actually ex- 
ceeded total wages and salaries paid. This year, many 
banks will obtain relief through the expiration of the 
excess profits tax. Another heavy and growing ex- 
pense is the interest paid on savings accounts, re- 
flecting both the growth in such deposits and the 
widespread increases last year in rates paid to de- 
positors. 

Net operating earnings after taxes exclude num- 
erous special transactions involving charge-offs of 
bad loans and losses on securities, recoveries and 
profits on such items, and transfers of various re- 
serves into and out of income or surplus accounts. 
Because of these special accounting practices 
peculiar to banks, the published figures on “oper- 
ating earnings” invariably differ somewhat from the 
“indicated earnings” based on the net change in 
balance sheet surplus after allowance for dividends 
paid. Moreover, earnings computed on either basis 
are often distorted by security sales and purchases, 
combined with the application of high income tax 
rates. 

In the summer of 1953, for example, when market 
prices of government securities slumped temporarily 
upon the tightening of the money market, many 











Post-Korean Changes in Interest Rates and 
Bond Yields 
June Jan. Jan. 
1950 1953 1954 
MONEY RATES: 
Prime commercial loans $2.00 $3.00 $3.25 
Commercial paper, 4-6 mos. 1.31 2.31 2.25 
Bankers acceptances, 90 days 1.06 1.82 1.88 
Treasury bills, 3 months 1.17 2.04 1.57 
Treasury certificates, 9-12 mos. 1.23 1.97 1.50 
Treasury notes, 3-5 yrs. 1.47 2.39 2.37 
Fed. Res. Bank rediscounts 1.50 2.00 2.00 
BOND YIELDS 
Baa Corporate bonds 3.28 3.51 3.74 
AAA Corporate bonds 2.62 3.02 3.12 
Long-term U. S. bonds 2.33 2.80 2.88 
High-grade municipal bonds 2.09 2.42 2.58 























banks sold out certain issues so as to establish tax 
losses, which would be offset to the extent of the 
82% federal normal] tax and excess profits tax, plus 
state income tax. Then the banks reinvested in other 
government issues selling at discounts, which not 
only maintained their investment position but es- 
tablished their new costs at lower levels and thereby 
boosted their rates of current yield. 

In addition, they stand to benefit by a probable re- 
covery in prices as the securities approach maturity, 
which may be treated not as regular income but as 
capital gains subject to a lower rate of tax. Because 
of switches of this sort in 1953, the reported earn- 
ings of many banks appeared lower than they would 
otherwise have been. A corresponding or even 
greater gain, of course, should carry over into 1954 
or later years. 

From the statistical data on twenty leading 
bank stocks, it will be noted that the 1953 earnings 
per share (net operating or indicated) increased 
over those of 1952 in practically every case. 

Among the balance sheet items, however, the 
changes were mixed, reflecting particularly the fact 
that most of the big (Please turn to page 518) 





















































Statistical Data on Leading Bank Stocks 

| — Total Deposits — —Loans & Discounts — U.S. Govt. Securities Book Value Earnings per Share* Indicated 

12-31-53 12-31-52 12-31-53 12-31-52,» 12-31-53.—-12-31-52 per Share Year Year Current Recent Dividend 

| ——_—_—__—__— —_——— (Millions) - 12-31-53 1953 1952 Dividend Price Yield 
Amer. Trust, San Francisco. $1,198 $1,170 $ 560 $ 528 $ 377 $ 363 $ 34.20 $ 2.75 $ 2.48 $1.40 $ 3212 4.3% 
Bank of Amer., S. Francisco 7,744 7,485 4,149 4,069 1,669 1,756 18.40 2.31 2.10 1.60 3434 4.6 
Bank of Manhattan, N. Y. 1,299 1,269 622 583 324 313 34.40 2.70 2:52 1.70 384 4.4 
Bankers Trust, N. Y. 1,908 1,907 988 1,012 505 503 58.90 4.17 3.97 2.20 5242 4.2 
Chase National, N. Y. 5,062 5,247 2,394 2,512 927 1,053 51.80 3.65 3.48 2.00 45'2 4.4 
Chemical Bank, N. Y. 1,816 1,881 774 823 453 486 46.90 3.98 3.60 2.00 48 4.2 
Cleveland Trust Co. 1,278 1,243 501 470 465 487 217.00 6.00 190 3.2 
Continental Illinois, Chi. 2,536 2,480 793 694 1,116 1,179 92.50 7.94 6.77 4.00 8612 4.6 
Corn Exchange, N. Y. 775 771 216 185 334 343 68.50 5.25 4.71 3.00 6134 49 
First National of Boston 1,536 1,520 689 724 443 411 46.00 F 4.13 2.40 50 4.8 
First National of Chicago 2,621 2,477 1,192 1,148 817 695 216.00 16.85 14.35 8.00 262 3.1 
First National of N. Y. 580 553 269 245 171 213 474.50 23.15 24.28 23.00 381 6.0 
Guaranty Trust, N. Y. 2,521 2,625 1,405 1,566 743 699 78.20 4.49 4.78" 3.50 6534 5.3 
Hanover Bank, N. Y. 1,657 1,677 705 691 572 511 121.80 8.25 tae 4.00 100 4.0 
Irving Trust, N. Y. 1,324 1,264 608 632 373 353 24.50 1.73 1.63 1.30 23 5.6 
Manufacturers Trust, N. Y.. 2,699 2,726 918 875 833 805 71.20 5.81 5.31 3.00 6278 4.8 
National Bank of Detroit 1,700 1,639 358 332 801 722 41.30 3.41 3.51- 2.00 44\4 4.5 
National City, N. Y. 5.538 5,614 2,369 2,270 1,540 1,427 56.60! 4.17! 3.83! 2.20! 523% 4.2 
New York Trust 679 718 327 337 215 224 123.90 9.01 8.70 5.50 113% 4.8 
Philadelphia National 804 811 315 319 182 199 97.50 8.09 5.00 103%4 4.8 

*—Net operating or indicated earnings. ~—Adjusted for stock dividend paid Nov. 16, 1953. 
'_Includes City Bank Farmers Trust Co. *—Adjusted to reflect 5-for-1 stock split in Jan. 1953. 
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The Record 


The Dow industrial average 
started 1954 at a level roughly 13 
points under the bull-market high 
of early-January 1953, but about 
25 points above the 1953 low set 
last September. Whether this is 
figured as a bear market or a 
trading-swing market, the start- 
ing 1954 level suggests a bigger 
potential for decline than ad- 
vance. Rails began the year about 
18 points under their high, and 
only some 4 points above the Sep- 
tember low. The pattern of this 
average is bearish. Both lost 
ground in December, the indus- 
trials slightly the rails materially, 
contrary to net gains in that 
month in roughly two-thirds of all 
past years in the long history of 
the Dow averages. Both have 
weakened up to this writing, fol- 
lowing brief improvement in the 
first few days of January. For 
January as a whole, the past rec- 
ord indicates no significant sea- 
sonal bias on an average basis, 
when you figure that the mathe- 
matical odds should be about two 
to one in favor of advance in any 
month on a long-term average, 
since bull markets last about 
twice as long as bear markets. 
Despite this allowance, February 
has brought declines in both 
averages in more years than not. 


Defensive 


Defensive stocks are defined as 
those which, because of relative 
stability of earnings and divi- 
dends, can be expected to fluctu- 
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ma 


ate considerably less than the 
general market. In the past they 
have at times been more defen- 
sive in theory than in fact. Most 
income stocks took bad beatings— 
even if not quite as bad as did 
cyclical and speculative stocks— 
in the 1929-1932, 1937-1938 and 
1939-1942 bear markets. On a 
relative basis, they fared mate- 
rially better in the mild 1946- 
1947 and 1948-1949 bear mar- 
kets, especially in the latter. After 
about one year of this thus-far 
minor bear market, defensive 
stocks on the whole have im- 
proved in relative market posi- 
tion more largely than ever be- 
fore in a comparable time period 
after the recording of a major 
top by the general market. The 
increased role of institutional in- 
vestment in common stocks may 
be a goodly part of the answer. 
Capital put into a broad and 
representative list of defensive 





stocks at the end of 1953 would 


not only have been intact, but 
would have shown a material ap- 
preciation, at the start of 1954. 
However, results have varied 
sharply among the _ individual 
stock groups generally classed as 
defensive. 


Variations 

Defensive-type stock groups 
faring well in 1953 as a whole 
were: dairy products, proprietary 
drugs, food stores, food brands, 
small-loan companies, utilities, 
chewing-gum issues, soft drinks, 
flour millers, soaps and biscuit 
bakers. In all cases, earnings 
trends and prospects are good, 
satisfactory or better than aver- 
age. It should be noted that in the 
case of food stores, earnings were 
severely squeezed for some time 
under OPS price control; and that 


they—and the stocks—have now | 


had sharp recoveries from pre- 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 








1953 1952 

28 weeks Nov. 7 $1.12 $ .94 
Quar. Nov. 30 -83 -68 
11 mos. Nov. 30 4.93 2.71 
.. 3 mos. Nov. 30 -57 -48 
Year Sept. 30 4.01 1.50 
Year Sept. 30 3.72 2.28 
12 mos. Nov. 30 2.00 1.65 
Year Oct. 31 5.72 3.66 
6 mos. Oct, 31 1.85 1.74 
Quar. Oct. 31 75 57 

ee seem 
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viously depressed levels. As usual, 
there have been some exceptions 
to the rule of good performance 
by defensive stocks. In terms of 
stock groups, the principal ones, 
all down importantly from 1952 
closing levels and down widely 
from earlier best levels, are gold 
mining, cigarette stocks and va- 
riety-store chains. 


Gold 

The major boost in the Treas- 
ury price for gold effected by the 
New Deal early in 1934 was a 
bonanza for gold mining compa- 
nies. But that is history. With 
selling prices static, higher oper- 
ating costs have long since caught 
up with the gold-mining industry, 
squeezing profits severely. It could 
be that the worst has been seen. 
Although there is nothing in 
sight to suggest a higher official 
gold price, operating costs have 
stopped rising; and they figure to 
recede at least a little under gen- 
eral business recession. The stocks 
might be better defensively from 
this point than some which have 
risen sharply to levels at which 
dividend yields are not very al- 
luring. The latter is so of quite a 
few of the food-store stocks; and 
of some dairy-products, food 
brands and other income stocks. 
Homestake, the best of the gold 
issues, is now about one point 
over its 1953 low of 32%, on a 
yield basis not far from 6% ; and 
about 7 points under its fairly low 
1953 high. 


Tobaccos 


The reason for the decline in 
cigarette stocks—the medical de- 
bate as regards the relationship 
between smoking and lung cancer 
—has had wide publicity. The 
“smoke” thus stirred up may not 
clear fully for months or even 
several years. But probably the 
publicity will die down. For most 


smokers, the habit has a strong 
hold. The chances are that unit 
cigarette sales will be slightly 
lower this year, dollar sales at 
least about equal to 1953’s. Sav- 
ings from EPT lapse should mean 
higher 1954 earnings for at least 
such leading companies as Amer- 
ican Tobacco and Reynolds. 
Whether the stocks have seen 
their lows is, of course, conjec- 
tural; but they are at low enough 
levels to argue against sales, if 
not for scale-down buying. 


Variety Chains 


In relation to the general mar- 
ket, variety store issues are 
among the most backward of the 
defensive-group stocks, food-store 
stocks among the more advanced. 
The big food-store chains con- 
tinue to gain in sales at competi- 
tive expense to small chains and 
independent grocery stores. On 
the other hand, operations of va- 
riety chains are not as stable as 
they formerly were. There was 
maximum stability in this type of 
retailing years ago when the “five 
and dime” stores stuck rigidly to 
their low-price field, in most cases 
handling no item above 25 cents 
in price; and when clerk wages 
were a pittance in comparison 
with present standards. Now the 
variety store is, or verges on be- 
ing, a junior department store. 
It has broadened its range of di- 
rect competition with a number 
of other types of retailing; and 
some of the latter, including 
drug-store chains and supermar- 
kets, have been increasingly sell- 
ing items of variety-store type. 
It used to take a severe depres- 
sion to affect “five and dime” 
sales and earnings more than 
moderately. As it is now, mild 
recession can reduce sales not 
much less for variety chains than 
for department stores and gen- 
eral-merchandise chains. With op- 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 
Quar. Nov. 30 $ .30 $ .63 
6 mos. Oct. 31 +27 2.74 
Year Sept. 30 1.01 3.70 
Year Sept. 30 3.07 7.83 
Year Oct. 31 3.80 4.28 
Quar. Oct. 31 35 59 
Quar, Oct. 31 1.17 1.33 
Year Oct. 31 1.55 2.18 
9 mos. Sept. 30 74 1.79 
Quar. Oct. 31 71 1.01 
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erating costs higher, this means 
greater instability of earning 
power. The considerations cited 
explain the drab market behavior 
of variety-store stocks, and the 
considerations are not subject to 
easy change. Hence, until the 
stocks are more thoroughly sold 
out, it is hard to see a basis for 
them doing much better. 


Tax Relief? 


Among the tax revisions worked 
out jointly and agreed on by staff 
experts of the Treasury and of 
the House-Senate Committee on 
Internal Revenue Taxation is a 
good start on relief from double- 
taxation of distributed corporate 
earnings. It is recommended that 
a credit equal to 5% of dividend 
income be deductible from per- 
sonal tax liability in the first year 
after adoption of this reform, 
10% in the second year and 15% 
in the third and all later years. 
It is suggested that this schedule 
of three-year relief start from a 
July 1, 1954, effective date. If 
Congress goes along, the effect 
will be to add importantly to the 
investment attraction of better- 
grade, dividend-paying common 
stocks. In the lowest tax bracket, 
a 5% credit for dividend income, 
added to the 10% cut in income 
tax rates now in effect, would 
mean an increase of about 10% 
in “take-home” dividend income 
in the first full year of this 
change, as compared with 1953. 
In the tax bracket of $16,000 to 
$36,000 for joint returns, it would 
mean a gain of roughly 15% to 


20% in “take-home” dividend in- 
come. The gain reaches about 
27% to 35% at the level above 


$36,000 to $76,000 joint-return in- 
come. 


Other Estimates 


On a 10% credit for dividend 
income, the comparable gains in 
“take-home” dividend income be- 
come about 17% in the lowest 
bracket; 23% to 36% in the brac- 
kets $16,000 to $36,000; and 39% 
to 50% in joint-return brackets 
above $36,000 and up to $76,000. 
A 15% tax credit in the third 
year of the recommended change, 
would boost net realizable divi- 
dend income about 23% in the 
lowest tax bracket; 30% to 48% 
in the brackets $16,000 to $36,000; 
and 50% to 65% in the brackets 
over $36,000 and up to $76,000. 
In the top tax bracket, a 5% 
credit means a gain of about 75% 

(Please turn to page 520) 
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The Business Analyst 


Whats Ahead por Rusiness? 


By E. K. A. 


The steady rise in the number of business failures and the 
even sharper increases in the liabilities of failures are the 
source of growing concern among thoughtful business men. 
In some quarters, there has been a tendency recently to “play 

down” the uptrends on the 
Kh theory that, since the num- 
ber of failures is below pre- 
BUSINESS ACTIVITY war, there isn’t much reason 
PER CAPITA BASIS. 
reese es for concern. 


1935-39 = too 











Consideration must be 


200 YEAR given to several factors, how- 
“ aGo 
ever, before treating the up- 
4 trends in business mortality 
thus cavalierly. For one 
9 _ 
| ” se thing, the rate of failures in 


Two the years prior to World 
— War Il was high since the 

Long Depression still was 
taking its toll. Secondly, if 
the rate of increase since last 
Summer continues for sev- 
eral months more, mortalities 
will be closely in line with 
prewar. Furthermore, the 
liabilities of business failures 
already are far above pre- 
war, reflecting the inflation 
in the values of goods and 
services. 
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The index series on busi- 
ness mortalities and _liabili- 
ties, unfortunately, are dis- 
continuous owing to several 
revisions of the scope of 
coverage. But, it is possible, 
with only a minor amount of 
estimating, to bring the data 
for the period before World 
War Il approximately in 
line with the current moder- 
ately larger coverage. Dur- 
ing 1935-1939, the number 
of business failures averaged 
approximately $240 million 
annually. 

During 1953, the number 
of failures totaled 8,900 ac- 
cording to preliminary re- 
turns or some 16 percent 
over 1952. By the end of 
1953, the rate had increased 
i to over 10,000 on an annual 
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basis. Data for the 
latest week at the 
time of writing show 
an increase of 65 
percent over a year 
earlier. 


The liabilities of 
business failures in 
1953  approximat- 
ed $390 million, or 
38 percent greater 
than in 1952 and 
62 percent greater 
than the 1935- 
1939 average. In 
November, 1953, 
liabilities towards 
the end of 1953 
were running 
slightly above the $450 million mark. 

The National Bureau of Economic Research, in its analyses 
of statistical indicators of business trends, placed the liabilities 
of business failures as number one in its leading group on 
business recession and revival since this series has led more 
consistently and further ahead than any other series. It is 
interesting to note, in this connection, that the upturn in liabili- 
ties occurred in the early Fall of 1952, about nine months before 
industrial activity topped out in the late Spring of 1953. 

Normally, there is a tendency for both failures and liabilities 
of failures to rise rather sharply during the early months of 
the year, although the extent of the seasonal rise cannot be 
determined with any great degree of exactness owing to 
wartime and postwar distortions of the data. 

With the return of buyers’ markets, competition is increasing 
and along with it the number of business casualties. This is not 
merely a matter of “separating the men from the boys” or 
eliminating comparative newcomers who did well during the 
early post-war years but who have little or no experience in 
operating under highly competitive conditions. In recent months, 
we have heard of a number of old line business organizations 
being forced to the wall. 

The sharp increases in the casualty and liability rates in con- 
struction and manufacturing, where the expansion since the 
end of the war has been greatest, are both interesting and 
disconcerting. Unquestionably, numerous individual companies 
in these fields have overexpanded in the expectation that the 
rising demands and easy selling of the earlier postwar years 
would continue indefinitely. The same applies, although to a 
lesser extent, in both wholesaling and retailing. Past perfor- 
mance, business men and investors are becoming aware, is 
not a reliable guide to continuing successful business operation 
in a rapidly shifting scene. 
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MONEY & CREDIT — Investors in high-grade bonds are 
regarding 1954 with a hopeful eye, reasonably certain that 
this year will provide a more stable market than did 1953 
for this type of security. The first half of last year was marked 
by severe declines which were succeeded by equally large 
advances in the second half, so that by the year-end, the 
net change from the 1952 close proved to be small. This 
sequence of events was characteristic of both Government 
and corporate bonds. As an example, the Treasury’s Victory 
2s, which ended 1952 at 95%, were down to 89%4 by June 2, 
last year’s low. The turn-about from this nadir was rapid and 
by the year-end the issue had rallied 6% points from the low 
to close at 96%, a net gain of 1% points from year-ago levels. 
Corporate bonds followed a similar course although their 
recovery was not quite as vigorous. Thus, the price decline of 
the first half-year raised the yield to a representative average 
of high-grade corporate obligations to a high of 3.44% from 
1952’s close of 2.99%. The price improvement since then has 
brought the yield down to 3.12% at the year-end, indicating 
that prices in this field on the average, are still somewhat 
under levels of a year ago. 

The pattern of last year’s price fluctuations were a faithful 
mirror of credit developments during 1953. When the new 
Administration took over it was intent on implementing a 
sound money policy and with the help of the Federal Reserve, 
steps to tighten credit were initiated early in the year. This 
development on top of large demands for money from all 
sources resulted in rising interest rates and falling bond prices. 
By June the market was near demoralization and there was 
danger that business would be adversely affected. By this 
time the monetary authorities had become convinced that the 
tight money policy could do more harm than good and a 
course towards easing credit was set. This decision has been 
reinforced by the downturn in business that became obvious 
after mid-year and the current outlook is for a continuation 
of this policy as long as business remains in the doldrums. In 
addition, the expected decline in demand for funds should 
make for a satisfactory bond market in coming months. 


2. 
UC 


TRADE—Retail sales last month just about matched the high 
levels of a year ago and this brought total sales for 1953 
to about $171 billion, a 4% gain over 1952 results. The new 
year has started off on a firm note, as clearance sales brought 
bargain hunters into the stores. Dun & Bradstreet estimates 
that dollar volume for the week ending Wednesday, January 
6, was about 3% ahead of the corresponding 1953 week, 
with the best showing turned in by the Pacific Coast area 
which beat last year’s figures by approximately 4%. How- 
ever, retailers are keeping their fingers crossed concerning 
future results, realizing that the current downward trend of 
disposable income may well curtail consumer purchasing. 








INDUSTRY—The National Association of Purchasing Agents 
reports that industrial output fell further in December and 
that new orders also were lower. However, the buyers 
sounded a more optimistic note in anticipating that the decline 
i output and new orders would halt during the first quar- 
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ter. The Association noted that the inventory position of many 
manufacturers has improved of late and that the gap between 
orders and output has narrowed. 

The Federal Reserve Board has brought its well-known 
index of industrial production up to date with a revision which 
includes better representation of new industries, revised 
weightings and seasonal adjustments and a new base period, 
namely the years 1947-1949, instead of 1935-1939, taken as 
100. The new index will henceforth appear in our statistical 
section and should give a clearer picture of the course of 
industrial output. 
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COMMODITIES—Average primary market prices as meas- 
ured by the index of the Bureau of Labor Statistics declined 
0.2% in the week ending Tuesday, January 5, to close at 
110.4% of the 1947-1949 average but was still 0.5% 
above January, 1953 levels. 

The year 1953 was one of marked stability for the general 
run of commodities and the Bureau of Labor Statistics com- 
prehensive index remained in a narrow range during the 
year. Prices held rather well during the latter part of 1953 

(Please turn to following page) 




































































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) —_| Nov. 3.7 3.9 3.6 1.6 (Continued from page 507) 
Cumulative from mid-1940 Nov. 529.7 526.0 476.3 13.8 | despite declining business activity. Thus the 
FEDERAL GROSS DEBT—$b Jan. 8 2750 2752 2673 +552 | Price index is at the same level now as it 
was in August, while industrial output, for 
MONEY SUPPLY—$b example, has fallen about 3%. 
Demand Deposits—94 Centers____ | Dec. 30 56.2 55.7 54.6 26.1 tiga agai 
Currency in Circulati Jan. 6 30.6 31.0 30.2 10.7 
——————~ | Expenditures for NEW CONSTRUC.- 
SANK SESTS—GS)°* TION came to a record $34.8 billion in 
New York City—$b. Nov 54.3 54.2 47.5 16.1 F r 
= 90 1953, biggest dollar volume in history and 
O44 Other Contore~6h ini sn = sts : 6.8% ahead of 1952, the Commerce De- 
PERSONAL INCOME—$b (cd2) Nov 285 287 277 102 partment has reported. The year also set a 
Salaries and Wages. Nov 194 196 188 66 new high in terms of the physical volume 
Proprietors’ Incomes. Nov. 50 50 50 23 of construction which topped the previous 
Interest and Dividend Nov. 23 23 21 10 year by about 5%. New private construc- 
Transfer Payment Nov. 14 15 13 3 tion totalled $23.6 billion last year against 
(INCOME FROM AGRICULTURE) Nov. 17 17 18 10 $21.8 billion the previous year while pub- 
POPULATION—m (e) (cb) Nov 1607 160.5 158.0 133.8 | lic construction at $11.2 billion was 4% 
Non-Institutional, Age 14 & Over Nov 1120 111.9 = 1102_~—«:101.8_—-| Ahead of 1952. In the field of private con- 
iis “ae 63.4 63.4 63.6 556 | Struction the most notable gain was made 
ployed bit 1.4 1.2 1.4 3.8 | by commercial building with a 58% in- 
Sigleved ae 619 62.2 62.2 51.8 crease over 1952, reflecting in part, re- 
bs tain Sis 67 72 68 8.9 |moval of Governmental restrictions and 
NanFarm Nov 55.3 55.1 55.5 43.2 easing of scarcities. Public utilities were 
As Work Nov 60.2 60.6 60.5 43. | also in the vanguard with a 10.9% year- 
Weekly Hours ie 41.2 42.4 42.4 42.0 | to-year gain. The heartening factor in last 
MunRones Veabie~te “a 2.48 2.57 2.57 1.82 | year’s construction developments was the 
fact that expenditures, after seasonal ad- 
EMPLOYEES, Non-Farm—m (1b) Nov 49.2 49.6 49.3 37.5 | justments, showed a rising trend in late 
Government Nov. 6.7 6.7 6.7 4.8 | months, in contrast to business in general. 
—. * Nov 13.3 13.6 13.6 17 . «* * 
ee ik fe | PF : i : ’ 
hip eesieed. veo edonkey | The ELECTRICAL HOME APPLIANCE 
Weekly Wage ($) Nov 7120 7173 70.28 ~©«21.33 [ond RADIO-TV INDUSTRY had a big 
year in 1953, according to a trade publi- 
PRICES—Wholesale (Ib2) Jan. 5 110.4 1106 109.9 669 | cation survey which estimates that total 
Retail (cd) —— | Oct. 210.1 210.3 210.7 116.2 | sales for the year amounted to $7.3 bil- 
COST OF LIVING (Ib2) oaks mse tk 8S 489 lion, an 18.4% increase over 1952 and 
Food a a ws en sae (OT $79 million short of the all-time 
Clothing Nov 105.5 105.5 105.2 59.5 — a be Hien ai — ee 
a factor. Electrical appliance sales alone 
a ~~ _ — bani = were $5.0 billion, a 70.2% increase over 
RETAIL TRADE—$b** the preceding year while sales of tele- 
Retail Store Sales (cd) Oct. 14.1 14.0 14.2 47 | vision and radio sets rose 18.4% with a 
Durable Goods Oct. 5.0 49 48 1.1 | dollar volume of $2.3 billion. Among ma- 
Non-Durable Goods. Oct. 9.1 9.1 A 3.6 ior appliances, room air conditioners 
Dep’t Store Sales (mrb)_ Oct. 0.83 0.81 0.87 0.34 | achieved the fastest growth, one of 195%, 
Consumer Credit, End Mo. (rb) Oct. 28.2 28.0 24.1 9.0 | with 1,075,000 units sold against 365,000 
MANUFACTURERS’ in 1952. The biggest year-to-year gain 
New Orders—$b (cd) Total**___| Nov 21.8 222 233 146 |Was made in the small appliance field 
celica sis: 97 97 11.5 7.1 | where broiler sales increased 204%, to 
tale nae Ses 12.1 12.5 7 75 | 1,320,000 units. Seven million television || 
Shipments—$b (cd)—Total**_____ | Nov 24.6 24.5 243 3.3 | sets were sold last year with dollar volume 
Durable Goods Nov 12.1 12.4 12.4 as at $2.0 billion, a 16% gain over 1952. 
Non-Durable Goods Nov 12.5 12.6 VS 4.2 * * * 
BUSINESS INVENTORIES, End. Mo.** , Poca —_— ~~ vile _ pow 
ries continued to improve in the thir 
oc ce mk ma 742 me | ear of 1952 according fo BALAN 
iahaniaiia? meme Oo _e “— ia ve OF PAYMENTS data indicating that they 
Retailers’ Oct. 221 223 207 g.1 | added $740 million to their gold and dof 
Dept. Store Stocks (mrb)________| Oct. 2.5 2.5 2.4 1.1 | !or assets during the period. This was even 
better than the $400 million gain in the 
BUSINESS ACTIVITY—1—pe Jan. 2 191.8 190.9 196.4 141.8 | second quarter and continued the improve- 
(M. W. S.)—1—np . Jan. 2 235.7 234.6 237.4 146.5 |ment which started in the second quarter 
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Pre- 
OK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
a INDUSTRIAL PROD.—Ia np (rb) Nov. 130 132 133 93 of 1952. Since that time the gain in for- 
. the Mining Nov. 113 14 18 87 eign gold and dollar holdings has 
as it || Durable Goods Mfr.______________ | Nov. 147 151 151 99 amounted to $3.5 billion. The main factor 
he Non-Durable Goods Mfr.__________ | Nov. 116 W7 ue in this gain has been the large grants by 
5 ‘ ‘ oad 
CARLOADINGS—t—Total Jan. 2 478 481 521 833 this country in the form of military goods 
Mise. Freight Jan. 2 252 249 299 379 and services, which in the latest quarter 
Mdse. L. C. L Jen. 2 46 48 52 ‘1,566 alone, amounted to $822 million. Most of 
UC. ial Jan. 2 31 30 36 43 the improvement in the foreign dollar posi- 
n in Pan _ —__——— | tion in the July-September period accrued 
and Ot. COREY Sees Oey Jan. 2 8,200 8,150 7,713 3,266 ~_—| to Continental Western Europe while there 
- De- SOFT COAL, Prod. (st) m pear 70 65 77 10.8 | Was a slowing in the rise of United King- 
set a Cumulative from Jan. 1 ee 450.0 443.0 466.8 446 dom holdings of such assets. 
lume Stocks, End Mo Nov. 82.4 82.7 76.0 61.8 * * & 
vious = ae ; 
truce PETROLEUM—(bbIs.) m Production of 5,531,385 PASSENGER 
ned Crude Output, Daily __ | Jan. 2 6.2 6.2 6.5 4.1 | CAR TIRES in November was 15.3% 
) a Gasoline Stocks____________ | Jan. 2 160 156 137 86 under the previous month’s output, but 
wr Fuel Oil Stocks. _ Jan. 2 49 50 49 94 production for the first eleven months of 
hi | ecient Mee J Jan. 2 114 118 100 55 the year was still more than 8 million tires 
nade || LUMBER, Prod.—(bd. ft.) m Jan. 2 138 154 149 632 — = a 1952 period. 
6 in-|| Stocks, End Mo. (bd. ft.) b—_ Nov. 8.8 8.6 8.3 79 Ipments by manufacturers in the Janu- 
~~ ee ' ______ | ary-November period were also at very 
“aa STEEL INGOT PROD. (st) m Nov. 8.7 9.5 9.4 7.0 | high levels and topped the similar 1952 
pein Cumulative from Jan. 1 ____ | Nev. 103.7 95.0 ~—s 833.4 74.7 | period by almost 10 million. 
year- ENGINEERING CONSTRUCTION 7 7 * 
— : 1 
n 7 — na - ~ ’ a ” a oa Ps The GAS UTILITY INDUSTRY con- 
e | eerie eC ; A P : 
| 4. piaprenencitiniieennniles ee ae eee tinued to grow during 1953 and sales for 
) ns caniaiaaneeiin the year amounted to 56.9 billion therms, 
| on Paperboard, New Orders (st)t_______ | Dec. 31 186 145 131 165 a new high, and 8.1% ahead of 1952 
a Cigarettes, Domestic Sales—b____ | Oct. 35 34 37 17 results. The industry spent about $1.2 bil- 
Do., Cigars—m Oct. 589 558 625 543 lion for expansion during the year, to meet 
ANCE Do., Manufactured Tobacco (Ibs.)m_ | Oct. 19 19 21 28 the growing demand. 
4 big b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
publi- cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index 
total (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
3 bil- tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
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Trend of Commodities 





Strength in futures prices has characterized the beginning 
of the new year and the Dow-Jones Commodity Futures Index 
gained 4.73 points in the two weeks ending January 11 to 
close at 170.81. Details of the President's farm program which 
were released during trading on January 11, contained few 
surprises and appeared to have little immediate effect on 
prices. Trends of grain futures have been mixed in the past 
two weeks, with wheat stronger, corn down and oats un- 
changed. May wheat gained 1% cents in the two weeks end- 
ing January 11 to close at 209%. Farmers have until the end 


be created by putting large amounts of the grain under 
Government control. May corn lost 134 cents in the period 
under review to close at 156%. Sales of corn by farmers 
appear to be on the increase and Commodity Credit Corpore- 


tion sales of corn in danger of spoilage, are expected to | 


continue in good volume. There has been a somewhat better 
demand for cotton futures of late and the October option 
gained 26 points in the fortnight to close at 32.69 cents. 
Cotton consumption in both domestic and export channels still 
appears to be declining but as an offset, farmers are actively 













































































































































































































































































of this month to place their wheat in Government loan and __ placing the staple in the CCC loan. There is a move in Con- In 
it seems apparent that they are taking advantage of this gress to help the cotton planter by allowing higher acreage = Skyy 
opportunity in a big way. Despite the large excess of wheat allotments and success of such a provision would mean a a ga 
supplies over consumption, an artificially tight situation may bigger 1954 crop. of be 
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Inspired by the Navy’s experimental plane, the 
Skyray, General Motors Corp. has built and tested 
a gas turbine automobile that has the appearance 
of being an offspring of a land vehicle and an air- 
plane. The aircraft motif is evident in the car’s 
“needle” nose, its delta wings swept back along the 
rear half of the body, a vertical tail fin, and a plastic 
bubble over the driver’s cockpit. Named the XP-21 
Firebird, the car is purely an experiment for the 
purpose of studying possibilities of the gas turbine 
for commercial uses, being only a part of an overall 
General Motors research and engineering program 
to examine every known form of motive power. The 
Firebird has a “Whirlfire” engine developing 370- 
h.p., when the gasifier turbine is spinning at 266,000- 
rpm, and the power turbine is revolving at 13,000- 
rpm. The gasifier section provides a source of com- 
pressed hot gas, the energy from which is delivered 
by the power turbine to the car’s rear wheels. The 
gasifier also replaces the engine and torque con- 
verter pump used in a conventional automobile, 
while the power turbine replaces the torque con- 
verter turbine, transmission and rear axle gears. 
The company states that it is not trying to develop 
either overwhelming horsepower or tremendous 
speeds in this test car. Its aim is to determine 
whether the turbine can be harnessed to give effi- 
cient and economical performance in the low and 
normal automotive driving ranges. 


What is described as a powerful, self-contained 
“nercolating coffee pot” atomic energy reactor for 
special nuclear research has been designed and built 
by Nerth American Aviation, Inc.. for the Atomic 
Energy Commission. Developing 100 watts of power, 
the reactor is considered unique in that it is the 
largest of its type to operate with a reload cycle, or 
“self contained” system. The “coffee pot” or water 
boiler type reactor, in which the fissionable uranium 
compound is contained in a water solution, is de- 
signed so all radioactive by-products of the fission 
process are retained in the unit instead of being 
exhausted into the open air, Radioactive by-products 
are, by this method, processed inside the unit and 
returned to the reactor core. It is said that it is 
possible for the reactor to run for as long as 10 vears 
Without refueling, the fuel being uranyl sulfate, 
enriched in fissionable Uranium 235, in a water 
Solution. Power ratings for water boiler research 
teactors are much lower than those for other types 
tinder development by North American for the pro- 
tluction of civilian and industrial electric power. The 
fompany recently announced the design of an atomic 
Pilot plant to produce 8 million watts of electric 
power, a first step in the development of larger 
Teactors to produce several billion watts of power 
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in the same category of present conventional fueled 
electric plants. 


Because of steadily increasing needs of local and 
area industry for corrugated and solid fibre shipping 
boxes, Hinde & Dauche Paper Co., now a division of 
the West Virginia Pulp & Paper Co., plans to expand 
its activity in the Kansas City, Kans., territory. The 
company has been operating a factory in Kansas 
City since 1926 when it acquired the Kansas City 
Fibre Box Co., and is now working out detail plans 
for the erection of a new plant on a 17-acre site, 
situated in the heart of the Fairfax industrial dis- 
trict, which it recently purchased. 


A full-scale mockup of an “Airdock” which may 
revolutionize today’s methods of loading and unload- 
ing aircraft is being built by United Air Lines at 
Denver’s Stapleton Airfield where the company has 
its Operating Base. The mockup will include a mail, 
cargo and baggage work center; a set of aircraft 
cargo pits, a conveyor belt running between the 
work center and cargo pits; overwing fueling booms; 
airplane positioning rig, and a passenger bridge. The 
structure will be designed to accommodate Consolli- 
dated Vultee’s Convair 340s, and Douglas Aircraft’s 
DC-6s, DC-6Bs and the newest DC-7s. United Air- 
lines believes that airlines must find faster, more 
efficient ways to board and deplane passengers and 
cargo at major terminals. Among the primary ad- 
vantages seen by the company for the Airdock are 
the elimination of much of the mobile equipment 
now required in ramp servicing of aircraft; shelter 
passengers while boarding and deplaning, and, inci- 
dentally, eliminate loading stands. Also, transfer of 
mail, cargo and baggage would be speeded, and 
scheduled ground time reduced, thus increasing air- 
craft utilization. 


The television camera has been turned into the 
eve of a simple computer to count microscopic par- 
ticles such as blood cells, bacterial cultures or grains 
of photographic emulsion. The system was developed 
by Radio Corporation of America’s electronic engi- 
neers working in close cooperation with the Sloan- 
Kettering Institute to provide an easy, rapid and 
accurate mass method of taking blood counts to 
detect the first signs of radiation sickness among 
persons in the target area of an atomic bomb. In 
addition to this possible emergency use, use of the 
equipment is foreseen in hospitals and research cen- 
ters in performing, almost instantaneously and with 
a minimum of error, a process that has long been a 
laborious, time-consuming and often  unprecise 
manual operation in laboratory work. During labo- 
ratory tests employing microscopic blood specimens, 
an operator with the device which is called the San- 
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guinometer, was able to make several counts of red 
cells in various regions of the specimen and average 
the results before a technician operating without the 
equipment could complete a single count. 


Visitors at the National Association of Home 
Builders’ Convention and Exposition held this month 
in Chicago saw two of the newest developments in 
the American homebuilding and equipment indus- 
tries—a room air conditioner designed solely for 
casement windows and an air-cooled year-around 
home air conditioning system—both products of the 
Airtemp Division of the Chrysler Corp. The case- 
ment window room air conditioner, now in volume 
production is the first such unit designed especially 
for standard-size casement windows, and can be 
installed without window alterations. The air-cooled 
year-around home air conditioner has the advantage 
of space-saving compactness.with the elimination of 
all water supply and piping problems. 


“Sta-Clean,” invented by scientists in the research 
laboratories of Standard Oil Co. (Indiana), is a fur- 
nace oil additive that exhaustive controlled field tests 
shows results beyond expectations in retarding fume 
and sediment formation and not only prevents clog- 
ging of burner filters and screens but cleans those 
already partly clogged. It is also said to protect 
storage tanks from rusting. The company has al- 
ready adopted the use of “Sta-Clean” in its new 
Standard Furnace Oil which is offered at the same 
price at which it previously sold its trade-mark 
“Stanolex.” 


Production of a new and improved type of fertil- 
izer has been started at the new $1 million New 
Albany, Ind., plant of The Davison Chemical Corp. 
The expanded and improved facilities that replace 
the old plant, will permit the manufacture of a 
granulated homogenous fertilizer, a product made 
by an exclusive Davison process. It is in the form of 
small granules and has the advantage of being dust- 
free, resisting caking in storage, and flowing freely 
through distributing machinery. 


Figures compiled by the Administrator of Civil 
Aeronautics show that in three years the capacity 
of the domestic and international United States air- 
lines has increased 42%. In the same period the 
number of planes increased 17%, or a total of 1,336 
aircraft operated as of June 30, 1953, as compared 
with 1,142 three years earlier. Total capacity of 
U. 8S. Commercial air fleet is currently placed at 
one billion ton miles above the June, 1950, capacity. 
Today’s planes, larger than earlier type ships, ac- 
count for the big gain in lift capacity. 


Imperial Oil, Ltd., has announced that it plans to 
replace most of its existing Imperoyal refinery near 
Halifax, Nova Scotia, with what the company con- 
siders will be the most modern plant of its kind 
in the world. The building program, entailing expen- 
ditures of from $25 million to $30 million, will result 
in a new plant with a capacity of 41,625 barrels 
daily, or almost double the 22,000 barrel capacity of 
the refinery now in operation. Construction is sched- 
uled to start early in 1955, with completion in mid- 
year 1956. 


Americans bought $4,368 million of “E” and “H” 
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savings bonds last year—a seven year record—accord- | 
ing to a Treasury report. The balance between pur. | 
chases of these bonds and those “cashed” was in| 
favor of the Government in the amount of $211) 
million. 


A proposal for the merger of Pacific Power & 
Light Co., and Mountain States Power Co., has been | 
approved by the board of directors of each of these 
public utility companies. The plan provides for an 
exchange of stock by which owners of Mountain 
States’ shares would become stockholders in Pacific 
Power & Light. Basis of the exchange would be 10 
shares of Mountain States common for 9 shares of 
Pacific Power common, and two shares of Mountain 
States preferred, $50 par, for one share of $100 
preferred of Pacific Power. Stockholders of both 
companies will vote on the proposal at special meet- 
ings scheduled for March 12. Approval of the merger 
will also have to be obtained from state and Federal! 
regulatory commissions. 


In acquiring the All Purpose Spreader Co., which 
will become an operating department of Blaw- Knox 
Co.’s equipment division, Blaw-Knox believes it has) 
taken another step in its program to supply the ful! 
needs of highway construction contractors. The com. 
pany expects to add several important lines to its 
asphalt and concrete road building equipment as 2 
result of the acquisition. 


Recent purchase by Texas Gulf Suphur Co. of 3/ 
oil wells in the Spindletop Dome area does not, 
according to company officials, mean that Texas Gul! 
is entering the oil business in any significant way. 
They state the purchase was made largely to smooth 
out sulphur-producing problems in the area although 
the wells, with a 1953 production of around 50,00 
barrels, will yield additional revenue to the company. 


National Surety Corp., a wholly-owned subsidiary 
of the C. I. T. Financial Corp. .. has been sold by the 
latter to the Fireman’s Fund Insurance Group 0 
San Francisco. In announcing the sale, C. I. T. state 
that National Surety has reached a point in it 
expansion which requires it to enter additional field 
of insurance already well developed by other insur 
ance companies, including Fireman’s Fund Group. 
For National Surety to maintain its competitiv 
position it would have been necessary, States He Ry 
to enter new fields of insurance requiring on C. I. T.' 
part the investment, with little or no return for ‘ 
considerable time, or a substantial amount of addi 
tional funds. The sale, it is said, will result in: 
further substantial profit to C.I.T. on its investment 


With the announcement of plans for a $4 millia 
plant at Burlington, N. J., Hereules Powder (Co 
discloses its entry into the synthetic fiber field asi 
major supplier of one of the key raw materials use! 
by this industry. The new plant, scheduled for com 
pletion in May, 1955, will have a capacity of 2” 
million pounds of dimethyl terephthalate (DMT) 
annually, for use in the manufacture of “Terylene, 
the British trade name of the polyester fiber deve! 
oped in England. This is the second important net 
industrial field to be entered by Hercules Powdel 
within a year. In 1953, it began construction of a — 
$8 million plant at Gibbstown, N. J., for the pre~ 
duction of phenol and acetone. This plant is expect” 
to be in operation by autumn of 1954. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Seaboard Finance Company 

“You recently had an article on the 
two giants in the finance field, C.I.T. 
Financial and Commercial Credit. I 
would appreciate it if you would report 
on Seaboard Finance, the fourth largest 
in the small loan field. Please furnish 
recent operating revenues, dividends 
and other pertinent data.” 


E. J., Ft. Lauderdale, Fla. 


Seaboard Finanace Company’s 
26th year of operation, ended 
September 30, 1953, and this was 
the most active and profitable in 
its history, with volume of busi- 
ness, receivables outstanding and 
net income reaching new high 
levels. 

Loans made and sales contracts 
purchased amounted to $210,833- 
052, an increase of $21,392,403, 
or 11.3%, over the preceding 
year’s business. 

Receivables outstanding on 
September 30, 1953, totalled 
$131,619,369, continuing the up- 
ward trend which has been inter- 
rupted in only two years of Sea- 
board’s history. The increase over 
the $106,519,433 of receivables 
outstanding a year ago was 
23.6%. 

Consolidated net income in the 
1953 fiscal year, after all charges 
including taxes, amounted to $4,- 
382,913, which was 30.5% greater 
than the preceding year’s net of 
$3,359,750. Net income available 
for common stock, after preferred 
dividends, was equal to $2.37 a 
share on the 1,625,650 average 
number of common shares out- 
Standing during the year, com- 


JANUARY 23, 1954 





pared with $2.30 a share on the 
average of 1,250,781 shares out- 
standing in 1952. 

On September 30 last, 274,021 
common shares were reserved for 
conversion of convertible  pre- 
ferred issues, reducing the poten- 
tial dilution of common _ share 
earnings of 15.2% compared with 
38.7% a year earlier. As a result, 
any future increases in net in- 
come available for common stock 
will be reflected in per share earn- 
ings to a greater degree than in 
recent vears. 

It appears that the vear 1954 
may be a testing period for busi- 
ness, as inflation gives way to 
normal conditions in the national 
economy. A moderate increase in 
unemployment, should it occur, is 
not expected to materially affect 
Seaboard and similar lending or- 
ganizations, since most individu- 
als who are first to become unem- 
ployed are usually not regarded as 
good credit risks. The needs met 
by personal loan companies are di- 
verse in nature and so receivables 
are expected to be maintained at 
high levels in 1954. 

Seaboard has about 200 offices 
and the broad geographical cov- 
erage is a favorable factor. 

Dividends at 45 cents quarterly 
are expected to be maintained. 


Dresser Industries 


“T have been a subscriber to your 
publication for the past five years and 
do not often have the occasion to write 
to your Personal Consultation De- 


partment. Please submit recent earn- 


ings of Dresser Industries, prospects 
for the company and dividend pay- 
ments.” A. R., Portland, Oregon 

Dresser Industries, a leading 
manufacturer of oil and gas field 
equipment and supplies reported 
for the 1953 fiscal year ended 
October 31, net earnings of about 
$5,125,000 on sales of approxi- 
mately $129 million. These year- 
end figures are preliminary and 
subject to final audit. By compari- 
son, operations during the 1952 
fiscal year resulted in net earn- 
ings of $5,766,596 on sales of 
$127,356,277. On a per common 
share basis, earnings for 1953 
amounted to about $3.80 in com- 
parison with $4.28 during 1952. 

In appraising the results of this 
year’s operations, consideration 
should be given to the fact that 
sales and earnings during the first 
half of 1953 were considerably 
below that of the last half. Speci- 
fically, sales for the first six 
months totalled $59,378,716 and 
net earnings were $1,535,776. In 
the second half, sales increased to 
$69,600,000 and net earnings in- 
creased to $3,575,000. 

The sharp improvement in 
earnings during the last half is 
attributable to several factors, 
the most important of which was 
the elimination of price controls. 
The fact that price controls, which 
were in effect during most of the 
first half of the fiscal year be- 
ginning November 1, 1952, made 
it impossible for the Dresser 
companies to adequately compen- 
sate for higher wage and mate- 
rial costs. Following the elimina- 
tion of price controls, prices of 
many company products were in- 
creased and somewhat more nor- 
mal profit margins were achieved. 
Operations during the last half 
also reflected the company’s wide- 
spread program to improve oper- 
ating efficiency. This particular 
program, which is by no means 
completed, can be expected to 
make an increasing contribution 
to earnings during coming 
months. 

There was a significant im- 

















provement in Dresser’s overall 
financial] position during the year. 
Cash balances increased substan- 
tially to $11,500,000 in compari- 
son with $7,844,087 a year ago, 
inventories were reduced some- 
what, and there was an appreci- 
able increase in the shareholders’ 
equity. Expenditures for new 
plant and equipment were below 
last year’s level, reflecting for the 
most part, near-completion of 
Dresser’s aggressive post-war ex- 
pansion program. 

The overall economic climate is 
important to Dresser companies 
not only because a significant pro- 
portion of their sales go to a wide 
variety of general industrial 
markets, but also because changes 
in overall activity are ultimately 
reflected to some degree in oil and 
gas industry operations, which 
account for about three fourths 
of Dresser’s sales. 

Operations within the oil and 
gas industries will once again set 
new records in 1953. Drilling ac- 
tivities and the production, pro- 
cessing and consumption of oil 
and gas will exceed the levels of a 
year ago and there is good reason 
to look forward to 1954 with con- 
fidence. It is true, of course, that 
inventories of certain petroleum 
products, notably gasoline, are 
presently somewhat high and 
that, as a result, crude oil pro- 
duction in the U. S. has been cut 
back rather sharply from earlier 
levels. In this connection, it is im- 
portant to remember the seasonal 
characteristics of petroleum con- 
sumption. 

Dividend payments during the 
1953 fiscal year aggregated $1.60 
per common share and $3.75 per 
share on the preferred stock. 


Canada Dry Ginger Ale 

“T am interested in low priced stocks 
and therefore, would appreciate receiv- 
ing recent data on Canada Dry Ginger 
Ale.” S. G., Hazleton, Pa. 

Canada Dry Ginger Ale and its 
subsidiaries reported a net income 
of $2,382,018 for the fiscal year 
ended September 30, 1953, equiv- 
alent after preferred stock divi- 
dends to $1.14 per common share. 
This compares with $2,301,691, or 
$1.10 per share in the previous 
year. Net sales were $66,496,447 
compared with $66,503,941 a year 
ago. 

The company reported gains in 
almost every phase of operations, 
particularly in the expansion of 
licensing activities. More than 60 
additional license agreements 
were signed with U. S. and for- 
eign bottlers during the year. 
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Total sales would have established 
Canada Dry’s 18th successive all- 
time high, except for a costly 
strike which closed the company’s 
three New York plants for 11 
weeks during the height of the 
summer season. 

A very considerably rise was re- 
corded in small bottle sales of 
ginger ale as a popular refresh- 
ment beverage, as well as in sales 
of Quinac quinine water. The 
wine and_ spirits department 
showed:a small increase in sales, 
not including those of its new 
line of domestic whiskeys which 
were introduced after the end of 
the fiscal year. 

The company plans experiment- 
al market tests of its soft drinks 
in cans, but its principal aim dur- 
ing the coming year will be to 
widen its distribution still fur- 
ther, through the acquisition of 
additional franchise bottlers. 

The company is one of the most 
diversified of the soft drink pro- 
ducers. In addition, it manufac- 
tures or imports and distributes 
a selective line of alcoholic bever- 
ages, of which the most well- 
known is Johnny Walker Scotch. 

Dividends in 1953 which includ- 
ed an extra totalled 70 cents per 
share. 


Nash Kelvinator Corporation 

“Please report Nash Kelvinator Cor- 
poration’s post-war expansion expendi- 
tures and recent book value of the stock 
and also sales volume sand earnings for 
the latest fiscal year.’ 

C. S., Groton, Connecticut 

Nash-Kelvinator Corporation 
has expended more than $160 mil- 
lion since World War II in im- 
proving its manufacturing facili- 
ties and products. Included in this 
total is an investment of more 
than $72 million in expanding and 
modernizing plant facilities and 
manufacturing equipment, and in 
subsidiary companies, expendi- 
tures of $27 million for engineer- 
ing, and $61 million for tooling 
for new products. 

Company sales in the 1953 fis- 
cal year which ended September 
30 totalled $478,697,891 compared 
with $358,400,502 in 1952. Net 
earnings were $14,123,026, or 
$3.25 per share, against $12,603,- 
701, or $2.90 per share in the pre- 
vious year. 

The corporation’s equity in the 
undistributed earnings of five un- 
consolidated subsidiaries, not car- 
ried as an asset in the 1953 bal- 
ance sheet, was $10,913,956, or 
$2.51 per share. Total book value 
of Nash Kelvinator stock on this 
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basis was $32.24 on September ff ® 
30, 1953. 

Capital expenditures during the E 
1953 fiscal year were $21,673,951 - 
compared with $30,847,580 in the | 
previous year. 

Net working capital was $67,. 
755,415 compared with $70,040, 
713 a year earlier. Property, 
plant and equipment, after accu- 
mulated depreciation, was carried 
at $66,103,039 at the close of the 
1953 fiscal year, an increase of 
$6,981,679 for the year. 

The following factors consti- 
tute the company’s basic position 
in the automotive and appliance 
industries: Close control over 
manufacturing results from a 
high degree of integration of 
plant facilities; modern and well 
tooled plants, substantial earn- 
ings of subsidiary companies, | 
which over the past eight years 
have paid dividends of $8,258,676 | 
to Nash Kelvinator; outstanding | 
automobile and appliance lines. 

Nash automobile production in 
the 1953 fiscal year reached the 
third highest level in the corpo- 
ration’s history, with 166,918 cars 
produced. This was 21.3% ahead 
of 1952, and only 6% less than 
the record years 1950 and 1951. 
Nash plans to introduce in March 
an entirely new car, small and 
light in weight, and capable of up 
to 41 miles per gallon at normal 
highway speeds. This car will be 
the company’s answer to the de- 
mand for a car that will provide 
maximum operating economy 
without sacrifice of the essentials 
of driving comfort, according to 
the company. 

This action is typical of the ef- 
forts of the automobile and related 
companies to meet the new grow- 
ing competitive conditions. Based 
on past experience in this indus- 
try, it would seem that results 
would depend on the effectiveness 
of the appeal to the public. This 
means a stepped up promotional 
program in which all units of the 
industry are joining. 





Note: Just before press time, 
announcement was made that di- 
rectors of Nash Kelvinator and 
Hudson Motor Car had voted ap- 
proval of plan of consolidation of 
the two companies into American 
Motors Corp. Stockholders of the 
two companies will meet in March 
to vote on the proposed merger. 

(Please turn to page 534) 
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A 7-Ton Bite into 
the Nation’s NEWEST COPPER MINE 


Each month the new Yerington mine and 


Anaconda’s new open pit copper mine at 
Weed Heights, near Yerington, Nevada, is 
the first new copper mine to be put into opera- 
tion in this country since World War II. Be- 
fore ore could be economically mined, mil- 
lions of tons of waste material—what miners 
call “‘over-burden”—had to be removed. It 
was officially opened on November 10, 1953, 
when the huge jaws of the electric power 


shovels began taking 7-ton bites. 


ANACONDA 


COPPER MINING COMPANY 


JANUARY 23, 1954 












beneficiation plant will be shipping about 
5,000,000 pounds of copper, in the form 
of precipitates, to Anaconda’s plants in 
Montana for smelting and refining. 

The nation’s newest copper mine is typical 
of Anaconda’s constant efforts to develop 
mining resources, advanced metallurgical 
processes and new and better metal products 


at its manufacturing subsidiaries. 53278A 


The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 
Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 


















An Expert Opinion of the 
Outlook for Oils 
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located abroad, although within 
the Western Hemisphere, current- 
ly providing a yield of close to 
10% may serve as a good ex- 
ample. With the political climate 
seemingly in an improving trend, 
in the Eastern Hemisphere, at 
least at present, and with sub- 
stantially higher returns indi- 
cated from operations in that 
area, at least until Iran re-enters 
the international market, an ap- 
praisal on the suggested basis 
would seem a reasonable assump- 
tion; obviously, the situation will 
bear a close watch and will be in 
need of constant and careful re- 
view. 


Imports a Controversial Point 


As imports have risen, both in 
volume and in percentage of total 
supply, they have become more 
and more the subject of debate. 
Domestic producers have come to 
regard imports as a real peril to 
the United States petroleum in- 
dustry, while importing firms, 
principally the international com- 
panies, defend their position with 
the contention that imports are 
essential for national security. In 
this respect it is interesting to 
note that United States produc- 
tion, crude and condensate, cur- 
rently amount to roughly 60% of 
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i Table D: Refiners’ Margins 
and Crude Prices 
*Crude Price +Refiners 
per bbl. (avg.) Gross 
(36°-36.9° Margins 
Mid-Cont.) per bbt. 
1952 : ssavcee pT $ 1.06 
1951 2.57 1.13 
1950 2.57 0.94 
1949 ‘ ; 2.57 0.79 
1948 2.57 1.11 
1947 ispscbeeenas 1.90 0.99 
1946 ; 1.36 0.82 
1945. 1.17 0.87 
1944 1.17 0.85 
1943 1.17 0.78 
1942 1.17 0.71 
1941 1.12 0.71 
1940 1.02 0.62 
1939 1.02 0.67 
1938 1.18 0.63 1 
1937 1.21 0.85 
1936 1.10 0.76 
1935 1.00 0.68 
*—Source: Oil and Gas Journal. 
| t—Source: Independent Petroleum Asso- | 
ciation of America; based on 
four principal products, 
weighted in 9 refinery mkts. 
ome 
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world demand, while the U. S. 
proven reserves account for only 
about 30% of the entire world, 
exclusive of Russia and its satel- 
lites. From a strictly statistical 
point of view, however, the prin- 
cipal benefits from the imports 
into this country accrue to only a 
handful of companies, namely the 
five international operators. On 
the other hand, these imports, 
currently running in excess of 
15% of domestic production vs. 
13% a year ago and only 7% in 
the immediate postwar period, 
when exports as in prewar days 
were substantially higher, have 
resulted in a relatively sharp cut- 
back in the allowable production 
rate in most producing states. 
But Texas, as the largest producer, 
accounting for roughly 45% of 
total United States production, 
quite evidently, has been hit the 
hardest. If carried much further 
it could exert certain hardships 
on some of the smaller producers. 
Little wonder then, that pressure 
is being brought on Congress and 
the Administration for import 
quotas on oil imports. 

No doubt, with another possible 
world conflict in mind, the point 
has been made that in the interest 
of national security, the country’s 
oil reserves should be conserved. 
Only time can prove this reason- 
ing sound and much will depend 
on our ability to keep these 
sources, particularly the Middle 
East, from the enemies’ grip. No 
doubt such reasoning is founded 
on the best of intentions and true 
patriotism. In time it may well 
prove to have been real foresight. 

But as far as the domestic pro- 
ducers are concerned it misses 
the true economics of the explo- 
ration end of the petroleum busi- 
ness. It is much more costly to 
develop new reserves in this coun- 
try where productivity is much 
below the major foreign opera- 
tions. In the Middle East produc- 
tion averages about 5,000 barrels 
daily per well compared with 225 
barrels daily in Venezuela and 
only 13 barrels a day in the United 
States. Moreover, aside from ris- 
ing labor and material costs, the 
cost of finding oil has increased 
as a result of the necessity for 
deeper drilling and an increase in 
the number of dry holes. To illus- 
trate this point, available statis- 
tics indicate an increase in the 
depth of the average domestic 
well drilled by 1,000 feet since 
prewar, or from around 3,100 feet 
of depth to slightly more than 
4,000 feet today. The percentage 
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of dry wells, relative to total wells 
drilled, during the same time span 
has risen from about 23% to 42% F 
in 1952. In terms of actual dry F 


holes this has meant an increase 
of about 200% or from 6,400 in 
the last prewar year to more than 
19,000 in 1952. It is interesting to 








note, however, that despite this | 


fact and also a steadily expanding — 
output, domestic indicated oil re 7 


serves have shown a steady in- 
crease over the years; according 
to official sources from about 23.8 


billion barrels in 1940 to an esti- | 
mated 28 billion barrels at the end © 


of 1952, not including approxi- 
mately 514 billion barrels of nat- 
ural gas liquids which are used 


for blending and thus supplement. | 
ing crude oil reserves by that | 


amount. 
What of the Future? 
The problem of temporary over- 


supply is nothing new to the in- 
dustry. True, in the past imports 


played a lesser part in the do-| 


mestic oil supply picture than they 
do today, when they are blamed 
for contributing to the prevailing 
imbalance. Previously, expanding 
demand has always been able to 
straighten out such industry prob- 
lems, as no doubt they will this 
time. 

The Paley Commission report 
sets petroleum products demand in 
the United States at 13.7 million 
barrels a day by 1975. This would 
represent an increase of 72% 
over actual 1953 demand. Pro- 
jected on an annual basis this 
would represent a yearly increase 
of around 3.5%. Judging by past 
experience this projection seems 
a reasonable estimate of future 
expectations and, consequently, is 
well within the realm of reality. 
On that assumption the future of 
the petroleum industry, indeed, 
looks bright. This suggests 
strongly that the growth of this 
industry has not yet spent itself; 
in fact, the future would seem to 
hold out equally interesting profit 
possibilities for this group, as has 


the past. If well selected, equities | 


in this group may well continue 
to offer one of the most attractive 
investment media. Beyond 1975 
they will become the problem of 
a new generation. If they do as 
well for them as they did for the 
present and past generations, his- 
tory may well accord them first 
place in investment merit for con- 
sistent results over the longest 
span. 
(Please turn to page 518) 
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Increase Natural Gas Production 








Drilling to a depth of over 2 miles beneath the Gulf of Mexico, 


offshore operations help raise Pure Oil gas production 66% in 3 years 


Twelve thousand feet below the 
waters of the Gulf of Mexico, 
The Pure Oil Company is tap- 
ping rich pools of natural gas. 
The wells are drilled at different 
angles from central platforms, 
such as this one in the “‘Eugene 
Island” area more than nine miles 
from the Louisiana shore. 

Last year, from these offshore 
wells alone, Pure Oil produced 29 
billion cubic feet of natural gas. 
In 1954, Pure Oil expects to boost 
this to over 50 billion cubic feet. 

The Pure Oil Company pio- 
neered in offshore drilling and, 
now that Federal restrictions have 


been released, will accelerate ex- 
ploration and development ac- 
tivities along this new frontier of 
production. 

Offshore operations have al- 
ready contributed materially to 
Pure Oil’s 66% increase in total 
natural gas production in the last 
three years. Continuing increases, 
at realistic prices, are significant 


Be sure with Pure 


THE PURE OIL COMPANY 
35 East Wacker Drive, Chicago ], Ill. 


in relation to the growing im- 
portance of natural gas as a source 
of fuel energy. 

Continued progress—in every 
phase of petroleum production, 
refining, transportation, and 
marketing—keeps The Pure Oil 
Company moving ahead in the 
vanguard of a highly competitive 
business. 
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Beyond the horizon and, not an 
early threat to be sure, but some- 
thing a realistic appraisal of the 
future surely must take into con- 
sideration, is nuclear power. 
There certainly are no indications 
at present that it will be cheap or 
competitive with other fuels. In 
fact current indications suggest 
strongly that it will find applica- 
tion in stationary installations, 
such as electric power generating 
stations, where the principal com- 
petition would be with coal. True, 
residual fuel competes with coal 
in this and other industrial uses. 
But the refinery yield of this prod- 
uct has, by preference, and with 
the help of technological progress 
—which has permitted the extrac- 
tion of larger quantities and 
higher octane rated gasoline— 
been in a declining trend relative 
to total refined products. It is the 
least profitable item of all refined 
products. To compensate for the 
declining domestic production, 
but to satisfy industrial and ship- 
ping needs where, it is used for 
bunker fuel, much of the require- 
ments are covered through im- 
ports from Venezuela. Inciden- 
tally, a substantial part of im- 
ports from that country are rep- 
resented by this type oil, which 
actually supplements, rather than 
competes with, our domestic re- 
quirements for this product. Thus, 
atomic power appears of minor 
consequence to earnings of do- 
mestic oil companies at this time. 
Its significance as a factor will 
come much later. 





Special Note 

To familiarize the reader with 
our thinking as to classification of 
the individual companies a word 
of explanation may be in order. 
Since the various activities of oil 
operations are interdependent, 
the larger units in the industry 
are for the most part engaged in 
all branches of the business, from 
ownership of wells (production) 
to the ownership or control of 
gasoline stations (marketing) 
including of course refining and 
transportation. Such companies 
are commonly known as_inte- 
grated. Hawever, the relative im- 
portance of the predominant ac- 
tivity varies between companies, 
often times quite widely. For this 
reason the industry is broken 
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down into groups, and companies 
placed where their major product 
emphasis lies, i.e. production or 
refining. Since, normally, the pro- 
duction end is the most desirable 
phase of the oil business, we have 
shown crude production as a per- 
centage of refinery runs, based on 
1952 experience. 

In the case of international 
companies, the percentage shown 
apply to domestic operations only. 
Although some of their operations 
rank among the largest in the 
United States, they are carried 
under a separate caption since 
foreign earnings, believed more 
vulnerable, account for a substan- 
tial part of net income, in most 
cases one third or more. 

The operating profit margins 
of crude producers, and to a large 
extent for producers on balance, 
represent the difference between 
posted prices for crude and pro- 
duction costs. 

In the case of integrated com- 
panies profit margins are deter- 
mined by the spread between 
sales value of refined products 
and the cost of production, includ- 
ing purchased crude. 

Profit margins of refiners on 
balance are determined much the 
same as for integrated, except 
as the ratio of crude production 
declines, the purchase price for 
crude exerts an increasingly im- 
portant influence on profits. 

The profits of international 
companies are largely influenced 
by the same factors as those of 
other integrated companies, or 
refiners on balance, but foreign 
earnings, more particularly in 
recent years, have become an im- 
portant determinant of overall 
earnings results. 





What Is Needed To Make 
Low Money Rates Work 





(Continued from page 483) 


plant of the United States is 
reaching a point of over-capacity 
in many directions and that this 
cannot be stretched safely without 
thinning out available markets 
for the potential output. Lowering 
the rate of interest in order to ex- 
pand already top-heavy facilities 
would merely aggravate the prob- 
lem. 

The second factor is that inven- 
tories are still too heavy and com- 
modity prices too sluggish, after 
several years decline, to warrant 
excessive borrowing at low rates. 
It may well be that lower rates 
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will come to pass in any case a|_ 
a part of government policy but! 
it is to be doubted that at this 
stage they could stimulate an im. 
provement either in the inventory 
position or commodities, or both, 
Supplies being as large as they 
are, and demand not expanding, 
low interest rates could not be ex.| 
pected to supply the necessary 
leverage. 

The third factor is that the pub. 
lic is fairly well stocked with 
goods and equipment used for do. 
mestic purposes so that the great. 
er availability of credit, under 2 
new government program, would 
not be so effective as imagined in 
producing the necessary stimulant. 
The exception, of course, is in low. 
cost and medium-cost housing! 
where a greater supply of long. 
term credit at attractive rates un. 
doubtedly would be a favorable 
factor but this is in an area in 
which there are still some sub. 
stantial shortages. 

Lower money rates will operate 
most effectively when the adjust: 
ment has run further and the base 
for replacement broadened but, in 
consideration of the ample supply 
situation, it does not appear that 
this position has been reached as! 
yet. When it has been reached, 
there can be little doubt that 
prompt action by the government 
will produce the necessary results. 
Under these conditions, an in ¢ 
creased supply of credit at low mat 
rates can have a predominant in- 
fluence but only if supply and de- 
mand are in better balance than 
at present. 
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New York City banks experienced 
some shrinkage last year in thei 
total resources, whereas most 0! 
the “billion dollar’ banks outside 
of New York had gains. The larg- 
est bank in the U. S.—Bank ol! 
America, with headquarters in San 
Francisco—had the largest gain, 
which amounted to $300 million 
and carried its total resources to 4) 
new high of $8,502 million. A ma-| 
jority of the out-of-town banks | 
had increases. The same was true | 
of total loans and discounts. 
About half of the biggest banks 
last year raised their dividend 
rates, including extras, though 
they continued to move conserva- 
tively in that respect and still 
follow a policy of plowing back’) —— 
(Please turn to page 520) 
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substantial share of earnings. 
This practice has further built up 
book values, which in most cases 
still rule above present market 
quotations. Current dividend 
yields average around 4.5%— 
about the same as a year ago, but 
slightly lower than at midsum- 
mer when the market was de- 
pressed. 

The present bank position look- 
ing forward as well as backward 
reveals sound grounds for investor 
confidence in bank stocks. Steady 
progress in the past has done 
much to strengthen capital struc- 
tures and to make current divi- 
dends secure, while the 1954 out- 
look is generally conceded to be 
for another good year. Although 
no great expansion is expected 
either in total loans or in govern- 
ment security holdings, neither is 
any great liquidation likely. 

It cannot be denied that certain 
conditions this year may make 
peak bank earnings more difficult 
to maintain. Managements may 
have to stiffen their attitude 
toward operating costs and give 
more attention to economies. They 
may have to liberalize their views 
toward the acceptance of normal 
credit risks inherent in marginal 
borrowers, and not expect the ab- 
normally low loss record of recent 
years to go on forever. Today, as 
in the past, when business con- 
stantly changes, the progressive 
banks also must modernize and 
improve their methods and the 
character of services offered. The 
latter will probably include more 
consumer financing, thrift depos- 
its, special checking accounts, re- 
tail store charge accounts, drive-in 
offices, suburban branches, and, 
doubtless, other services not yet 
discovered. 


Special Situations 


Irving Trust Company of New 
York last year increased its total 
resources by $73 million, counter 
to the decreases experienced by 
the big New York banks gener- 
ally. Operating earnings increased 
from $1.63 per share to $1.73. 
The dividend rate was raised from 
$1.10 to $1.30, which at the pres- 
ent price of around $23 yields 
5.6% Irving Trust has shown 
steady progress during recent 
years and has built up large capi- 
tal funds. 
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Bank of Manhattan Company 
is the only other big New York 
bank showing a gain, amounting 
to $47 million, in resources, 
counter to the general downward 
trend. One of the oldest banks in 
the U. S., it is following an ag- 
gressive policy of reaching the 
masses of the New York public 
through 55 branches. Last year it 
made increases in deposits, loans, 
and U. S. securities. Earnings in- 
creased from $2.52 to $2.70 per 
share, and the dividend rate was 
raised from $1.40 to $1.70. 

The National Bank of Detroit, 
largest in that city and now rank- 
ing No. 138 among the country’s 
commercial banks, had a gain last 
year of $79 million in resources— 
reflected by gains in deposits, 
loans, and government portfolio. 
Reported earnings were $3.41 per 
share, compared with $3.51 in 
1952 (adjusted for a stock divi- 
dend paid in November 1953 fol- 
lowing the cash sale of additional 
shares the month before). On the 
present cash dividend rate of 
$2.00 the yield is 4.5%. 





Pittsburgh Plate Glass Co. — 
A Unique Study in Growth 
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of $2.25 a share, the full amount 
paid in 1953. At current price of 
around 52, the yield is 4.4%. 
This compares with similar 
yields on stocks comparable in 
quality so that so far as return on 
the investment is concerned, the 
stock is selling on about a par 
with stocks of its class. Obviously, 
the current levels of the stock in- 
dicate a fair amount of discount- 
ing for future prospects, having 
risen from a low of 4234, in 1952. 
In view of the large, though now 
presumably diminished capital re- 
quirements and the increase in re- 
cent years of bank loans and de- 
bentures, it would not seem likely 
that any substantial increase in 
the dividend can be expected in 
the nearer-term future. On the 
other hand, the growth features 
of the company are so pronounced 
that current loans should not pre- 
sent too much of a problem in 
later years. 

From the longer-range stand- 
point, the stock commends itself 
for investment. As suggested in 
the case of other stocks of this 
quality, “dollar averaging” might 
prove .an acceptable method of 
investing in this issue. This could 
provide the investor with an op- 


portunity to take advamtage of 
any material declines in the stock 
that might occur from time to 
time, as a result of general market 
conditions. 





For Profit & Income 
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in realizable dividend income over 
1953, including the 10% income 
tax cut; a 10% credit means a 
gain of about 188%; a 15% 
credit, a gain of 200%. The latter 
figures have no practical mean- 
ing. Above the bracket of about 
$64,000-$76,000, tax-exempt bond 
interest would still retain advan- 
tage. However, for investors in 
the lower and up to the higher 
middle brackets, the proposed tax 
credits can mean wide boosts in 
realizable dividend income. This 
is something to watch. If Con- 
gress approves these changes, it 
could materially change the com- 
plexion of the market at least as 
regards both prime stocks and 
fair-grade dividend-paying  sec- 
ondary issues. 
(Please turn to page 532) 





Post-War Changes in World 
Production 





(Continuing from page 489) 


producing enough food and hence 
that the problem is not that of 
overproduction, but of distribu- 
tion—of finding means and dol- 
lars for distributing existing sur- 
pluses. 

Much the same situation exists 
in fuels and raw materials also. 
The 1953 free world output in 
most energy fuels and raw ma- 
terials was the largest on record. 
Take, for example, electricity, the 
output of which in 1953 was some 
250 per cent above 1937. In 1953 
the 160 million people inhabiting 
these United States produced and 
consumed something like 510 bil- 
lion kilowatt hours of electricity. 
At the same time, some 1,600 
million people inhabiting the rest 
of the free world consumed about 
650 billion kilowatt-hours of elec- 
tric current; at that their produc- 
tion has more than doubled over 
the past 15 years. On the per 
capita basis, these countries are 
at one-eighth of what we con- 
sume. What a splendid opportu- 
nity there is here for raising liv- 
ing standards, for the building of 
hydro-electric power plants, using 

(Please turn to page 522) 
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\Y It is now 75 years since the first bar of Ivory 
Soap was made and sold by Procter & Gamble. 
Today, Ivory is one of the oldest, most famous and 
most successful soaps in all the world. 


Year after year, we have kept this product young 
and growing—in one of our country’s most com- 
petitive fields. One reason is that Ivory Soap has 
been improved time and time again over the years— 
despite the fact that housewives were always well 
satisfied with it as it was! 


The babtes used in Ivory advertising, decade 
after decade, never seem to grow old. We like to feel 
that the Company, too—for all its 117 years — enjoys 
the same sort of perennial youthfulness. 


To us at Procter & Gamble each succeeding 
year is not just one to be added to our long history, 
but one in which to reassert our youth, by introduc- 
ing new and better products and by making every 


Procter € Gamble 


JANUARY 23, 1954 


possible improvement in our existing brands. 


By striving constantly to give the nation’s house- 
wives the finest possible soaps, detergents and short- 
enings, Procter & Gamble has been able to enjoy 
steady, healthy growth for many, many years. This 
growth and progress, in turn, has enabled the Com- 
pany to become a leader in providing Guaranteed 
Employment, Pension and Profit-Sharing Plans and 
other benefits by which our employees may share 
directly in the Company’s continuing success. 
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Changes in World Production 
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the water ultimately for irriga- 
tion and other purposes. What 
opportunities for the expansion of 
the production of electrical equip- 
ment! 

As will be seen from the accom- 
panying table, much the same is 
true of the production of steel, 
cement, copper, aluminum and 
other products. We still account 
for more than half of the world 
output of steel, despite the fact 
that Western Europe has made 
substantial increases in its pro- 
duction. Here again the per capita 
production and consumption is 
but a fraction of the steel pro- 
duced and consumed in the United 
States. If, as most of our econo- 
mists believe, there is opportunity 
for expanding the already high 
per capital consumption of almost 
any major commodity in the Uni- 
ted States, what chances are there 
to expand the consumption of the 
same goods abroad! Germany, 
which put its currency in order 
in 1948 and has stuck by the free 
enterprise system since, has 
shown that this is quite possible. 
In 1948 the German per capita 
consumption of food, raw mate- 
rials and manufactures was one 
of the lowest in-Western Europe. 
It is now edging up to the levels 
of Belgium and prosperous Swit- 
zerland and German purchases of 
coffee, sugar, wool, cotton, news- 
print, and other products are con- 
tributing a great deal toward 
stabilizing the prices of these 
commodities. 

Clearly, the world is in no dan- 
ger of overproducing food or 
power fuels or raw materials, cer- 
tainly none in manufactured 
products. The problem is how to 
distribute the unsaleable surplus- 
es and how to increase produc- 
tivity of the people so that they 
could buy more goods. This does 
not mean that the free world 
should aim at the false standards 
of Hollywood’s nouveau riche. 
The problem is how to make life 
more bearable for the Sicilian 
paysano, the Egyptian fellahin 
and the Indian ryot. By doing so, 
the free world could easily dis- 
pose of all surpluses that it is in 
danger of accumulating during 
the process of shifting to a more 
normal economy and at the same 
time could prevent a drift toward 
communism which is sure to take 
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hold in countries when business 
paralysis sets in. 





Cement Industry Faces 
Favorable New Year 





(Continued from page 500) 


yield is 6.0%. : 

Penn-Dixie Cement Corp.: This 
company, with eight plants hav- 
ing a combined capacity of 11.3 
million barrels annually, has 
spent close to $16 million in the 
last eight years for expansion 
and plant improvements. In- 
creased production and higher 
operating efficiency is reflected in 
record sales for the first nine 
months of $21.1 million, and aided 
by high portland cement prices in 
effect since last April, net income 
for the period increased to $4.25 
a share. On the basis of this 
showing, it appears conservative 
to estimate final year’s net of 
somewhere around $5.50 a share, 
after allowing about 90 cents a 
share for the now non-existent 
EPT. The company raised its 
quarterly dividend to 50 cents a 
share last August and paid a 
year-end extra of a similar 
amount putting the stock on a 
$2.50 a share annual dividend 
rate. The strong finances, as 
shown in the Sept. 30, 1953, bal- 
ance sheet, consisted of current 
assets amounting to $12.9 million 
of which $6.7 million, or more 
than 50% of the total, was in 
cash which alone exceeded $5.9 
million total current liabilities. 
This strong position together 
with the fact that there is only 
$2.1 million in notes payable 
ahead of the small amount of 
stock outstanding (602,136 
shares) justifies the belief that a 
more liberal dividend rate will be 
established in the not-distant fu- 
ture. On the basis of annual divi- 
dend of $2.50 a share, the stock 
at current price around 381{, 
yields 6.5%. 
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also develop, particularly if there 
should be a pronounced break in 
the price of copper, with which 
aluminum is in direct competition 
in many markets. As with copper, 
however, aluminum manufac- 
turers are deep in the excess 
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profits bracket, and any narrow- : 


ing in their margins should be 


more than offset by the expiration | 


of EPT. Earnings for the indus- 
try as a whole are likely to be 
moderately in excess of their 1953 
rate, at least in the first half of 
1954. 

For other nonferrous metals, 
notably lead and zinc, the earn- 
ings outlook is much less favor- 
able. Prices have been seriously 
deflated, and while a further de- 
cline of any importance is no 
longer likely, prices as the year 
begins are substantially below the 
beginning of 1953. Falling prices 
have also curtained production of 
both these metals. 

Declining demand for original- 
equipment auto batteries (a major 
part of the lead market) and for 
farm specialties and engineer- 
ing dies (which absorb a large 
part of zinc production) do not 
suggest any near-term recovery. 
Companies in these industries 
have dropped out of the excess 
profits bracket in late 1953, and 
expiration of the tax will provide 
little or no offset to declines in 
production. 


AIRCRAFT MANUFACTURING 
—Approximately 80% of. U.S. air- 
craft production now goes into the 
defense effort, either domestically 
or for Mutual Security export. 
The outlook for aircraft manuv- 
facturing in 1954 is, of course, 
dominated by considerations of 
defense. 

As of now, production of mili- 
tary craft are expected to main- 
tain a rate of about 1,000 per 
month throughout the calendar 
year 1954, but increasing propor- 
tions of heavier types will prob- 
ably increase tonnage airframe 
deliveries. At the same time, there 
have been cutbacks in the propor- 
tionate rate of deliveries of spare 
engines and other parts, reflecting 
both more favorable lifespans of 
engines than had been expected. 
and lower mortality owing to a 
cessation of hostilities in Korea. 
Total aircraft and parts deliveries 
(in dollars) by prime contractors 
in 1954 are likely to about equal 
the 1953 rate. Deliveries of civil 
aircraft in 1953 have run con- 
siderably ahead of 1952, and a 
further moderate gain in 1954 is 
likely. In the last half of 1953, 
aircraft exports (of civilian 
craft) have run somewhat ahead 
of 1952, and here too some further 
gain can be expected. 

Aircraft manufacturers and 

(Please turn to page 524) 
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CASH REGISTERS. Nationals are used in ticket ACCOUNTING MACHINES. National’s exclusive do automatically operators cannot do wrong. 
offices and on dining cars to speed service, provide combination of automatic features does up to 24 Operator training is simplified, and operators 
valuable control and information. of the work automatically—and what machines are happier because their work is made easier. 


“ ffalionals save us $359,000 a year 


.. repay their cost every 10 months!” 


~— THE BALTIMORE & OHIO RAILROAD COMPANY 
“America’s First Railroad” 


¥ 
February, 1827 










ADDING MACHINES. Nationals provide an ex- 
clusive combination of features that handle general 
figure work with minimum time and effort. 














OPENS 
Nitta So ifr: 
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“Constantly improved mechanization is the public service; and use National Adding No matter what the size or type of 
key to good railroad operation. Even our Machines for general figure work. your business, National machines 
accounting and statistics must run ‘on “Our investment in Nationals is $302,296, ae Pec tt 
schedule.’ National Accounting Machines and we estimate the resulting annual savings ings as handsome annual profit. 
sharply reduce our cost of Payroll Account- in expense is $359,000. Thus the machines 

ing, Check and Voucher Writing, Accounts _return about 100% on the investment every aca aes Wg) Daa 


Receivable, Disbursement Analysis, and 10 months.” 
numerous other accounting jobs. 


‘. 
“We also use National Cash Registers in Lite 
ticket offices and dining cars for control and . ACCOUNTING MACHINES 
Vice-President, Finance and Accounting CASH REGISTERS * ADDING MACHINES 


THE NATIONAL CASH REGISTER COMPANY, vavrons, on10 


JANUARY 23, 1954 
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their sub-contractors are, of 
course, substantially into the ex- 
cess profits bracket. While renego- 
tiation procedures will probably 
recapture a considerable part of 
the earnings now taken by the 
EPT, primary aircraft producers 
stand to increase earnings appre- 
ciably in 1954. Sub-contractors, 
on the other hand, have already 
felt the effects of future cutbacks 
in defense expenditures, as the 
major contractors, whose capa- 
city is now greatly expanded, have 
found themselves increasingly 
able to fulfill their contract de- 
livery specifications without re- 
course to sub-contracting. Nar- 
rowing of the defense base—that 
is, concentration of production in 
the hands of relatively few pro- 
ducers in order to achieve the 
economies of mass effort—has al- 
ready resulted in a sharp falling 
off of aircraft backlogs among a 
large number of sub-contracting 
companies. Cancellations, particu- 
larly of major components such 
as engines, are causing the total 
military aircraft backlog, now es- 
timated at about $20 billion, to 
fall by several billion in the last 
half of 1953. 

The profits outlook for the air- 
craft industry thus requires draw- 
ing a distinction between the 
prime contractors, which still 
maintain a substantial volume of 
defense business, and _ sub-con- 
tractors, whose business has been 
reduced. For the prime contract- 
ors, 1954 should see a marked ex- 
pansion in earnings from defense 
business; for the others, the year 
seems to hold a contraction in de- 
fense earnings, and a renewed 
dependence on their regular civi- 
lian production items. 


AIR TRANSPORT-In 1958, 
scheduled airlines flew approxi- 
mately 14.5 billion passenger 
miles, as compared with about 
12.2 billion in 1952. Express and 
freight-ton-miles flown rose from 
about 157 million to about 175 
million. And this, of course, fails 
to cover the more striking in- 
creases, at least in passenger 
travel, achieved by the rapidly 
growing non-scheduled airlines. 

Despite steadily rising costs and 
little change in fare schedules, the 
rise in volume of traffic has given 
the airlines a year of relatively 
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high profits. The increase in 
volume in 1953 provided a high 
“load factor’—the volume of avail- 
able passenger or freight space 
actually loaded—which is a major 
key to airline profits. Further 
moderate improvement in total 
revenue miles for both passenger 
and freight traffic appears likely 
in 1954, and a commensurate im- 
provement in earnings. It is also 
possible that 1954 will mark the 
beginning of a noteworthy down- 
trend in the industry’s fuel costs, 
reflecting the abundance of pre- 
mium fuel for internal combustion 
engines, and the abundance of 
crude oil from which to refine it. 


MERCHANDISING—The outlook 
for aggregate profits of merchan- 
dising companies in 1954 suggest 
a moderate squeeze between rising 
costs, on the one hand, and falling 
sales and gross margins. However, 
the bulk of decline in sales in 1954 
is expected to be in durable lines, 
and large merchandising com- 
panies (other than the mail-order 
houses) do only a small volume in 
durables. 

Total retail trade in 1958 
amounted to about $171 billion, of 
which $61 billion was in durables 
lines. Of this $61 billion, about 
$34 billion represented sales of 
automotive dealers, and the re- 
mainder sales of furniture, ap- 
pliance, jewelry and building ma- 
terials dealers. It is in this area 
that the 1954 decline in trade is 
expected to be most intense: the 
$110 billion of trade done in food 
and general merchandise stores 
and in gasoline service stations, is 
likely to be affected only neg- 
ligibly, with the one major excep- 
tion of catalogue sales by mail- 
order houses. Sales prospects for 
the large department, apparel and 
variety stores are for only a shal- 
low drop below the successful per- 
formances of the first half of 1953, 
and their annual volume is not 
expected to be markedly below 
the $10.5 billion done in 1953. 
Similarly, variety stores should 
come close to equaling the $3.2 
billion volume of 1958. 

Mail order houses suffer from 
two disadvantages which the de- 
partment and variety stores es- 
cape: a considerable volume of 

heir business is done in durables 
and on credit; and a large part of 
their market is in agricultural 
areas, where incomes over the 
past two years have shrunk rather 
markedly. Catalogue sales of mail- 
order chains in 1953 amounted to 
about $1.3 billion, but toward the 


close of the year the rate of sales | 


had already subsided to about $1.1 
billion. A decline of as much as 
10% in total eatalogue sales in 
1954, as compared with 1958, is 
not unlikely. Companies which 
have aggressively expanded their 
number of store outlets will, of 
ceurse, be in a position to cance! 
out the prospective deeline in cata. 
logue sales by a gain in store sales, 

(For more detailed analysis of 
the outlook for merchandising 
companies, see ‘“Earning-Divi- 
dends Outlooks for Chain Store 
Stocks”, in the December 12, 1953 
issue.) 


PAPER INDUSTRY-The paper 
industry chalked up an excellent 
preduction and earnings record 
in 1953. On average, net after 
taxes increased by about 10% 
over 1952, and tonnage produc. 
tion by about 6%. The production 
outlook for 1954 is somewhat less 
favorable, however, particularly 


for paperboard, which accounts, | 


on a tonnage basis, for roughly 
half of all industry production. 

Output of paperboard was ex- 
ceedingly well maintained during 
1953. During the early part of the 
year, user inventories of board 
were rising very slowly, as intense 
demand on the part of suppliers 
almost absorbed the record sup 
plies. By year-end, however, there 
were indications that the soften- 
ing of industrial shipments had 
cut materially into board use, and 
inventories of users and distribu- 
tors were growing sharply. Some 
reduction in board demand ap- 
pears likely in the first half of 
1954. 

Production and orders of fine 
and printing papers likewise set 
a record in 1958, and ‘no serious 
decline appears at all likely in the 
first half of 1954. Stoeks at year- 
end were somewhat higher than 
the end of 1952, but demand has 
continued firm, and magazine use 
(the major market for printing 
paper) is expected to run several 
percentage points higher in early 
1954 than in 1958, as advertisers 
expand budgets for the competi- 
tive year ahead. 

Paper prices were rising during 
the last quarter of 1953, and go 
into the new year almost 2% 
above their 1953 average, which 
should benefit margins in the first 
half of 1954. Moreover, many seg- 
ments of the market continue to 
show moderate secular growth- 
multiwall sacks, for one example. 
Finally, the industry in 1953 was 

(Please turn to page 526) 
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Chemicals and other industrial products — 


as well as foods—carry the Armour label 


ARMOUR 








Can we help solve 
some industrial 


oroblems for you? 


It’s a long jump from stockyards to oil fields, but 
Armour serves industry, as well as consumers, in both 
places. To take one example, both secondary oil re- 
covery and primary production are benefiting from 
Armour chemicals which combat corrosion, lower 
surface tension, and work in other ways to increase 
production. This is just one place where Armour non- 
food products are used to solve industrial problems. 
Other applications range from the making of fine 
papers to road resurfacing, from new methods for 
case-hardening metals to softening textiles. And future 
applications depend only on the challenges we receive 
from you! 

All industry can benefit directly from Armour food 
products, of course. Many plant cafeterias run more 
smoothly because of the dependability of Armour 
foods. We prepare and package many products espe- 
cially suited for cafeteria operations. This is particu- 
larly true for factories and large business organizations 
whose huge number of employes must be fed well— 
but quickly, and at low cost. 


In both food and non-food operations, the range 


of our products is the result of our 86-year-old desire 
to serve industry wherever and whenever possible. 


In recent years we have taken~—and helped other 
industries to take — great strides. If you have a prob- 
lem we might help solve, call on us today. 


Armour and Company 
General Offices 
Chicago, Illinois 


Beef, Lamb, Veal and Pork * Smoked meats © Frosted meats ¢ Canned foods * Sausage * Butter, Eggs, Cheese and Poultry * Lard and Shortenings 


Adhesives e Ammonia e Chemicals* Coated abrasives Curled haire Glycerine « Industrial and Household Soaps Pharmaceuticals * Leather * Wool « Fertilizer 
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moderately into the excess profits 
tax bracket, with an effective tax 
rate of about 60%. Elimination of 
the tax assures a relatively favor- 
able earnings performance in this 
increasingly competitive but fund- 
amentally stable industry. (For 
more detailed analysis of the 1954 
outlook for the paper industry 
and individual companies in the 
industry, see “Can Pace Be Main- 
tained by Paper Companies ?”, in 
the December 26 issue.) 


TEXTILE INDUSTRY-—The year 
1953 started with prognostica- 
tions of a boom in the textile and 
apparel industries. In mid-year, 
the boom prospect faded. The last 
half of 1953 saw sharp output cut- 
backs, extremely competitive pric- 
ing, and seriously impaired earn- 
ings records. 

Cotton prices, after their sharp 
breaks of late 1952, actually 
trended irregularly upward in the 
first three quarters of 1953, flat- 
tening out as the year ended. But 
eotton mill margins at year-end 
were running roughly 10% below 
a year ago (and margins in 1952 
were not particularly favorable). 
Cotton consumption and spindle 
activity were running moderately 
below 1952 at year-end, and rayon 
production and shipments were 
substantially depressed. 

With the one exception of chil- 
dren’s clothing, the last half of 
1953 was a disappointment to ap- 
parel cutters and retailers alike. 
Apparel trade in the summer and 
early fall was retarded by unsea- 
sonably warm weather, and, pos- 
sibly, by the violent competition 
among durables makers for shares 
of the consumers’ dollar, resulting 
in repayment obligations on con- 
sumer debt amounting to 11% of 
current incomes. Stocks had been 
built on anticipation of an excel- 
lent season and, as a result, in- 
ventory-sales ratios in apparel 
lines soared impressively in the 
third quarter of the year. In the 
past few months, the volume of 
apparel sales has stopped declin- 
ing, and all segments of the indus- 
try have entered on a rapid and 
severe inventory adjustment. The 
industry’s rate of expansion of 
facilities has also slowed further, 
with expenditures in early 1954 
running at the lowest level since 
Korea. 
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The apparel segment of the in- 
dustry actually expects an excel- 
lent spring season, and buyer ar- 
rivals in New York in recent 
weeks support this contention. Re- 
tailers argue, with some merit, 
that retail trade in apparel has 
been abnormally low, and that a 
recovery in demand is very likely 
in the spring of 1954. On the other 
hand, declining activity in heavy 
industries, and the loss of over- 
time payments is likely to curtail 
the flow of personal income. 

On balance, the outlook for total 
apparel trade is thus about un- 
changed. The industry did not 
share in the durables boom of 
1953, but it is not likely to be hit 
as hard by the decline of the first 
half of 1954. Earnings should be 
approximately unchanged from 
current levels, or slightly im- 
proved. 


TOBACCO-In 1953 the tobacco 
industry suffered a small decline 
in total consumption in the form 
of cigarettes. This is noteworthy 
not so much for the size of the 
decline, which amounted to only 
about 3%, but because it was the 
first instance of such a decline 
since the Great Depression. Tax 
withdrawals of cigarettes amount- 
ed to about 385 billion, compared 
with about 395 billion in the pre- 
ceding year. Cigar consumption, 
as measured by tax withdrawals, 
appeared to be about unchanged 
at 6 billion. 

Profits of tobacco products 
manufacturers benefited, during 
1953, from an increase of about 
$.40 per thousand cigarettes after 
the expiration of price controls in 
March. They also benefited from 
the introduction and/or increased 
market penetration of a number 
of new filter-type brands, on 
which profit margins are con- 
siderably larger. The industry’s 
profits, despite the minor reduc- 
tion in total cigarette consump- 
tion, ran as much as twenty per- 
cent above 1952, and typical tax 
rates in the industry for 1953 as 
a whole were between 60% and 
65 %—substantially in the excess 
profits bracket. 


Tobacco share prices have re-° 


cently suffered seriously under the 
impact of news reports relating 
cigarette smoking to lung cancer. 
There is no indication as yet, how- 
ever, that a decline in cigarette 
smoking more serious than the 
decline in 1952 is at all in the 
offing. Even if a somewhat steeper 
decline were to occur, the gradual 
shift of the industry into higher- 


margin filter-tips, and the expira. 
tion of the excess profits tax, seem 
to provide assurances of continued 
high earnings in 1954. (This in. 
dustry was covered comprehen. 
sively in the December 26 issue.) 
LIQUOR-—Retail liquor sales ip 


1958, including only _ over-the. 


counter bottle sales, amounted to | 


about $3.3 billion, roughly 5% 
above 1952. On-premises con. 
sumption, however, evidently rose 
considerably. Total production of 
whisky, for example, increased 





from about 70 million gallons in| 
1952 to over 90 million in 1953, | 


but stocks at the end of 1953 were 
in fact slightly lower than at the 


end of 1952. Production of fer. | 


mented malt liquors increased 
from about 90 million barrels to 
about 95 million. 

No further gain in volume is 
expected in 1954; and it is possi- 
ble that volume will decline 
slightly unless there is a major 
revision of steep excises now ap- 
plying to liquor sales. (At present, 
there is little likelihood that the 
excise will be reduced sufficiently, 
and in sufficient time, to alter the 
1954 sales outlook.) 

Costs of the distilling industry 
are not expected to decline in 1953 
(they have declined moderately in 
recent years, reflecting the decline 
in grain prices), and manufactur- 
ing margins in the industry are 
likely to be somewhat narrower 
than in the past two years. It is 
also likely that advertising out- 





lays will be expanded by most | 
producers in an effort to expand | 
shares of a stable or contracting | 


market. Packaging, 


distribution | 


and general labor costs are ex- | 


pected to be moderately higher. 
During 1953, wage rates in the 
industry increased considerably 
faster than the average for all 
industries. 

The industry is not substan- 
tially in the excess profits bracket, 
although for a few producers ex- 
piration of EPT will mean a 
moderate cushion. On balance, the 
earnings outlook for the industry 
does not appear to indicate that a 
sharp recovery is near at hand. 


SHIPPING AND SHIPBUILD- 
ING—Both American shipping 
and shipbuilding are in a de 
cidedly unenviable position nor, 
barring a miracle, is much of 4 
change for the better seen ahead 
for 1954 though, it must be ad- 


mitted, conditions seemingly could |. 


not get much worse than they are. 
In shipbuilding, the outlook is in- 
(Please turn to page 528) 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office + 55 WALL STREET - 


69 Branches in Greater New York 


New York 


57 Branches Overseas 





Statement of Condition as of December 31, 1953 








ASSETS 
Cash, Gold and Due from Banks............. $1,484,190,123 
United States Government Obligations........ 1,539,876,061 
Obligations of Other Federal Agencies........ 16,714,882 
State and Municipal Securities............. 463.780,518 
og. rs 87,986,399 
Loans and Discounts....................... 2,368,582,461 
Real Estate Loans and Securities........ eres 294,007 
Customers’ Liability for Acceptances... .. : 28,222,379 
Stock in Federal Reserve Bank. Se 9,600,000 
Ownership of International Banking 
SSSR RII eee 7,000,000 
te di rrr 32,881,838 
Items in Transit with Branches.............. 5,631,898 
MT NS 6 ea obs fk oo bak idecncn, 4,261,105 
IE io Fe aaah eg es eee $6,049,021,671 
LIABILITIES 
i CCL TE $5,538,214,433 
Liability on Acceptances and Bills. . $52,873,952 
Less: Own Acceptances in Port- 
Fein panels cout oe 22,358,030 30,515,922 
Due to Foreign Central Banks............... 16,897,800 
(In Foreign Currencies) 
Reserves for: 
Unearned Discount and Other Unearned 
a Caine 22,550,166 
Interest, Taxes, Other Accrued Expenses, etc. 44,127,021 
I ai ee ides ngs ep Beinn lea dt 3,750,000 
a i re nw a cere $150,000,000 
(7,500,000 Shares—$20 Par) 
Eee 170,000,000 
Undivided Profits............... 72,966,329 392,966,329 
MT Ae pects ee eit $6.049,021,671 


Figures of Overseas Branches are as of December 23. 


$352,723,093 of United States Government Obligations and $17,827.600 of 
other assets are pledged to secure Public and Trust Deposits and for other 
purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 
ee 
Affiliate of The National City Bank of New York for separate 
administration of trust functions 
CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $31,789,641 














We shall be glad to send a complete copy of the 1953 ‘‘Repert to Shareholders” 
of THE NATIONAL CITY BANK OF NEW YORK and CITY BANK FARMERS 
TRUST COMPANY to anyone who requests it. 
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1954 Prospects for Leading 
Industries 





(Continued from page 526) 
dicated by the fact that of the 52 
ships being completed or on order 
(with 9 finished at the end of 
1953) 40 will be completed in 
1954, and only 3 will be built in 
1955 unless new orders materia- 
lize. A partial offset is the Navy 
Department program for building 
11 combat vessels and some small- 
er craft in private yards. This 
will help to keep these establish- 
ments going but those that fail to 
get the orders will probably have 
to shut down by the end of 1954. 

Conditions in the shipping in- 
dustry are illustrated by the fact 
that an increasing number of lines 
want to come in under the subsidy 
umbrella. Fifteen companies are 
now recipients of subsidies. Three 
factors are principally responsible 
for the dismal position of the in- 
dustry: (1) smaller foreign ship- 
ments on the Atlantic run; a drop 
in Pacific shipments after the 
Korean truce, and intense compe- 
tition from foreign bottoms, the 
latter increasing markedly. The 
disadvantage of United States 
ships as against those of foreign 
origin can be seen from a com- 
parison of wage rates for seamen, 
with the American industry pay- 
ing from 100% to 400% more 
than their foreign competitors. 
Some American operators are en- 
deavoring to escape the dilemma 
of high costs by placing their ships 
under foreign registry. 

With the exception of American 
Export Lines, which has been fa- 
vored by trade with the Mediter- 
ranean, the Near East and India, 
earnings for the major shipping 
companies have declined drastic- 
ally in the past year. As a result, 
the financial position of the lines 
has weakened so that some have 
been forced to go to the banks to 
meet operating expenses. On the 
other hand, the $79 million due 
on ship subsidy payments is now 
in process of being liquidated by 
the government. Receipt of these 
funds, in due course, will un- 
doubtedly help to lift existing 
financial pressure. Even making 
full allowance for this factor, 
basic conditions in shipping do 
not augur much of an improve- 
ment in 1954. 

MACHINE TOOLS — Total new 
business in the machine tool in- 
dustry subsided rapidly in the 
latter half of 1953, in spite of the 
loosening of regulations govern- 


ing the acceptance of non-rated 
civilian orders. The industry’s 
backlog, once a formidable pro- 
tection against a near-term de- 
cline in shipments, has been re- 
duced sharply to about seven 
months of shipments at current 
rates, as compared to about 
twenty months at the _ post- 
Korean peak. Overtime in the in- 
dustry has virtually disappeared, 
and open space has appeared on 
production books for 1954. 
Forecasting the sales volume of 
the industry in early 1954 is 
hazardous, because much depends 
on (a) the course of defense 
spending and defense tooling re- 
quirements and (b) the final dis- 
position of tools in “phased out” 
defense plants, which are re- 
ported to be worth one-half the 
annual production rate of the 
industry. Present indications are 
that the government will hold 
these tools in a defense reserve 
rather than dumping them on the 
market, a procedure that almost 
bankrupted the industry in the 
years after World War II. 
Nevertheless, some cutback in 
the operating rate of the industry 
has already occurred, and by all 
indications sales volume in the 
first half of 1954 will fall consid- 
erably below the first half of 1953 
—perhaps as much as 20% below. 
Selling in the industry is reported 
to be highly competitive, both 
because of slackened domestic de- 
mand and intensified competition 
in the world market from Eng- 
land, West Germany and Italy. 
Some additional stimulus to the 
industry’s order volume is ex- 
pected to appear when the full 
brunt of competition hits general 
business in 1954, at which time 
considerations of operating econ- 
omy may be reflected in increased 
machinery orders. Intense compe- 
tition in the auto industry, in 
particular, is expected to gene- 
rate a steady flow of new busi- 
ness. Any amelioration of depre- 
ciation rates — several proposals 
are being examined by Congress— 
would also benefit the industry. 
While expiration of EPT will pro- 
vide a cushion, the general out- 
look for this highly cyclical indus- 
try is for a substantial reduction 
in shipments, and some decline in 
net incomes during the first half 
of 1954. 
MEAT PACKING-—A ‘special re- 
view of this industry will appear 
in our next issue. 


PETROLEUM-This industry is 
separately covered, in great de- 
tail, on pages 490-493. 
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Realistic Appraisal of the 
President’s Program 





(Continued from page 477) 





be heard in the halls of congress 


transmitted by mail and _ tele! 


grams. His fireside chat had sai; 
little. It wasn’t intended to. | 
served its purpose: to bring Ik 
back into the living rooms of th 
nation; plant advance promotio, 
for what was to come Jan. 7. 

He was telling industry, not e 
pecially the assembled congres:. 
men, that a more realistic plan 
expansion and stockpiling for de. 
fense is needed, and that 1,06 
major items have been catalogue) 
as necessaries. The Defense De 
partment now knows what } 
needs. He was saying to that par 
of the audience that there must lk 
stand-by to make speedy conver 
sion possible when the need ma 
arise. He was recognizing that th: 
tax laws must be drawn in a mat. 
ner which encourages industry t 
expand, to plow back profits, 
invest without taking unreaso: 
able risk—and, importantly, to 
able to hold onto something | 
invest. 

Neither public power nor pr: 
vately-owned installations wa 
given the nod over the other. “Ti 
federal government,” said th 
President, “will continue to co! 





struct and operate economical 
sound flood control, power, irrig: 
tion and water supply project 
wherever these projects are be 
yond the capacity of local initia} 
tive, public or private, and cot 
sistent with the needs of the who} 
nation.” That is exactly the plat} 
form of private power companie 
but it doesn’t foreclose publi 
power where the need arises. 
Business hardly was taken lj 
surprise when the Chief Executiv 


called for continuation of the i}) 


per cent corporation income té 
for another year. He’s been stres} 
ing that need right along. Exte! 
sion of the Renegotiation Act § 
1951 likewise was expected by 1! 
dustries 
tracts. 

With a farm message JUS 
around the corner, agricultut 
wasn’t simply told to sit back all 
wait. Some direct talk was beamé 
to the nation’s breadbasket. Th 
farmers were told they’re ove! 
producing and that they have th 
alternative of regimentation fro | 


Washington (strict acreage alloy 


(Please turn to page 530) 
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I would like: 


DICTAPHONE CORPORATION, Dept. MW14 
420 Lexington Ave., N. Y. 17, N. Y. 


(] My free copy of descriptive folder, “Success.” 


() A TIME-MASTER demonstration with no obligation. 

















Name. 

Cc Pr Df 
Street. 

City & Zone 











A coupon for an executive 
who has never in his life 
filled one out 


Whether you are j.g. or top brass, this tiny 
piece of paper may change an important part 
of your business life. 


It will bring you a simple 12-page booklet 









that shows how thousands in business, the 
professions and government have made the 
most of their time, got the best out of them- 
selves ... risen to new successes. 

That’s why this booklet is called SUCCESS. 
It is keyed to the truth that every executive 
is too busy—that each of us has only so much 


time to achieve success. Our communications 


suffer—yet the thinking business world agrees 
that effective personal communication is what 
pushes men ahead. 

This booklet tells you how hundreds of men 
faced with this problem have found the time 
to grow—to project themselves, their person- 
alities and their ideas. 

It takes only 30 seconds to fill in the coupon 
—and only 9 minutes to read the SUCCESS 
booklet. So—please get it on the way to you 
via your personal coupon. NOW! Naturally, it 
puts you under no obligation. 
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DICTAPHONE 


makers of the TIME-MASTER 
America’s #1 dictating machine 
















The new Dictaphone TIME-MASTER “5” . . . latest, 
lightest, finest model of the world’s most popular 
dictating instrument. 
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Realistic Appraisal of the 
President’s Program 





(Continued from page 528) 


ments and policing), or giving 
more dependence to the law of 
supply and demand. President 
Eisenhower rejected the first of 
these alternatives, but didn’t leave 
the farm belt to work out its own 
salvation unaided. He sketched a 
picture of crop production to meet 
current needs with prices free of 
the depressing effects of ever- 
mounting surplus — the surplus 
would be “insulated” by diverting 
it from the marketplace, to school 
lunch programs, disaster relief, 
emergency assistance to foreign 
friends, stockpiling for national 
emergency. The agricultural laws 
of 1948 and 1949 were not con- 
signed to the junkyard merely be- 
cause a democrattic administra- 
tion had drafted them; they will 
be retained, the President reas- 
sured, and built upon. To agricul- 
ture went this assurance: “Tran- 
sition to modernized parity must 
be accomplished gradually. In no 
case should there be an abrupt 
downward change in the dollar 
level or in the percentage level of 
price supports.” 

To taxpayers generally: a bud- 
getary saving of $5 billion this 
year, and a $7 billion next year— 
$12 billion in a space of two fiscal 
years; a budget more close to bal- 
ance and continuing to move in 
that direction; lower taxes in ef- 
fect now than in previous year, 
with still more reductions to flow 
from continuing economies; the 
people were told to wait, briefly, 
for the budget message and its 25 
proposals for tax reforms; to 
those whose interests and invest- 
ments are in small business, more 
equitable treatment was promised, 
and burdens lightened; “for the 
business that wants to expand or 
modernize its plant, we propose 
tax treatment of depreciation, re- 
search and development expenses, 
and retained earnings.” 

Veterans were promised the 
benefits of a reorganization of the 
U. S. Veterans Administration. 
Organizations representing 20 
million vets have been calling for 
this. 

To those whose interest is the 
business of providing dwellings, 
went a message that the Housing 
Act of 1949 will remain operative 
until improvements in it are de- 
veloped. They were put on notice 


530 


that a Jan. 25 report will detail 
these points: Modernization of the 
home mortgage insurance pro- 
gram of the Federal Government; 
redirection of the present system 
of loans and grants-in-aid to cities 
for slum clearance and redevelop- 
ment; extension of the advantages 
of insured lending to private credit 
engaged in the task of rehabilitat- 
ing obsolete neighborhoods; insur- 
ance of long-term, mortgage 
loans, with small down payment 
for low-income families. Nothing 
drastic. But an obvious recogni- 
tion of the part private business 
must increasingly play in solving 
housing problems. 

Even the menace of communist 
infiltration in the land was not 
passed over. Disenfranchise con- 
victed reds, the President urged. 
He sidestepped the brewing fight 
on Capitol Hill over current in- 
vestigative methods and overlap- 
ping of committee activity in that 
particular. 

Pending delivery of the eco- 
nomic message, the President’s 
comment on the need for strong 
economy may be classed by the 
more cynical as glittering gener- 
ality. Again, it had to be; the con- 
tent of a forthcoming paper could 
not be condensed into a few short 
paragraphs, the most significant 
and promising of which reads: 

“At this moment, we are in 
transition from a wartime to a 
peacetime economy. I am confident 
that we can complete this transi- 
tion without serious interruption 
in our economic growth. But we 
shall not leave this vital matter 
to chance. Economic preparedness 
is fully as important to the nation 
as military preparedness.” 

That cannot be appraised as 
more than a statement of confi- 
dence and the setting up of a goal. 
But it is, at very least, a recogni- 
tion of the economic facts of life. 
And, as in the case of the farm 
situation, it reaches for a solution; 
does not attempt to purchase sup- 
port by reckless promise. 

Sustaining the budget message 
and those which have followed,. or 
will, must always be the State of 
the Union document. 

Statement of anticipated in- 
come and outgo, and explanations 
thereof, build a tome of forbid- 
ding size and content. To be sure, 
the budget will be available to 
the general public. But it will be 
read by very few. Budget Director 
Joseph Dodge would see nothing 
offensively critical in a statement 
that no individual will know and 
understand all of its provisions. 


It is the product of thousan¢ 
of compilers. Sections of it (ng 
the entire book in any instance) 
will be parceled out among a scor 
of committees, who, in turn, wil 
dole it to fanning-out subcemmit. 
tees. | 


asalahina avanti iid melee Sl 


Eventually, the ways and mean 
committee, and the appropriation} 
committee, will put the complete 
parts together in what will ht 
known as a Revenue Act, ani 
either a series of separate approj 
priations measures or an omni 
bus bill—probably the former. 

The process is something aki 
to the chore of a circus ringmaste 
who must get the scattered horsel 
lined up in a well-formed ring yf. 
all may be seen at one time in thei} 
proper relation to one another}. 
Sometimes the whip must be ap 
plied—gentle taps or strong lashe 
The simile here may not be as far. 
fetched as first appears: in Chair} 
man Daniel Reed of the tax-init 
tiating ways and means commit 
tee, and in Chairman John Taber 
of the house appropriations com 
mittee, congress has strong-wille} 
men, veterans in the art of whip 
ping things into shape. 

Because of the very complexit 
involved in such a huge task, iti 
the State of the Union Messagt. 
which will be read and understooi 
by the larger body of the citizenn 
who will use it as a scale to weigif | 
promises against performanc 
People who haven’t seen, read, i 
heard the budget message or thf 
huge book behind it, will outnum 
ber those who have, make the de 
cisions ultimately. Ike hasn’t ti 
date, and possibly never wil} 
measure up as a practical poli 
tician. But he knows that mut! 
about politics. 


Subsequent to the delivery 
the State of The Union Message 
the President sent to Congres 
(January 11) recommendatiot 
on the farm program and on revh 
sions to the Taft-Hartley Act. 4 
brief interpretation of the effet 
tiveness of these recommendatiol! 











follows: 

Taft-Hartley. There wa 
nothing striking in the President} 
proposals on labor legislatio! 
Some amendments were put for 
as a desirability: most controvel 
sial, perhaps, was his recomme! 
dation that the government supe} 
vise secret strike ballots by und 
members. The proposal on self 
ondary boycotts would certain] 
have the support of all but profeq 
sional union leaders who see 

(Please turn to page 532) 
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Cash and Due from Banks . .. . . . . . $1,478,274,159.68 
U. S. Government Obligations . . . .. . 926,919,119.22 
State, Municipal and Other Securities . . . . 622,572,603.70 
Oe ss as ee ee he ee eS 43,116,763.62 
a a a a a a a eg 
Accrued Interest Receivable . . .... . 13,285,043.52 
Customers’ Acceptance Liability . . . . . . 48,625,312.49 
ee ee ee ee ee ee ee 31,896,175.35 
Pr = + & & a ee Se ee ws 4,105,076.97 


a a a ee a a a 
Foreign Funds Borrowed ....... ~~. 7,338,533.87 
Reserves—Taxes and Expemses. . . . . . . 33,494,043.77 
Cer eighties 2 tt el 27,641,719.15 
Acceptances Outstanding . . . . . .. . 56,014,217.44 
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STATEMENT OF CONDITION, DECEMBER 31, 1953 


RESOURCES 





$5,562,461,665.26 


LIABILITIES 





$5,062,087,048.81 


Less: In Portfolio . 2. 1 1 + 6 eo te we ee 6,435,279.29 


Capital Stock. . . . . . $111,000,000.00 


(7,400,000 Shares—$15 Par) 
Surplus... . « « « 249,000,000.00 
Undivided Profits . . . . §2,321,381.51 





__382,321,381.51 
$5,562,461,665.26 


United States Government and other securities carried at $388,389,298.00 were pledged 
co secure public and trust deposits and for other purposes as required or permitted by law. 
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the secondary boycott a subsidiary 
means of enforcing their demands. 
In toto, the President’s message 
will probably have as many oppo- 
nents among business as among 
labor, some of the former desiring 
the present law to be stiffened and 
most of the latter desiring, as 
could be expected, amendments 
that would cripple the act. While 
both House and Senate Labor 
Committees are already hard at 
work in preparing legislation, it 
is doubtful that progress in labor- 
management relations will be 
facilitated as any bill likely to be 
sent up to the President will in all 
probability fail to deal with the 
central core of the problem. 
Farm Program. The President’s 
message on the farm problem dealt 
(1) with the problem of the imme- 
diate situation this year and (2) a 
longer-range program to start in 
1955. Substantially, support of 
basic commodities at the 90% 
parity level will be continued 
through 1954 but will be replaced 
by “flexible” price support at the 


expiration of the year. The Presi- 
dent has necessarily had to take 
a long-range view of the problem 
of mounting surpluses, realizing 
that only such a program can lay 
a stronger foundation for agricul- 
ture in a period of transition from 
war to peace-time production. His 
proposal to segregate $2.5 billion 
of surpluses is intended to have 
supporting influence on the cur- 
rent year’s price structure. 
Whether or not the farmers will 
go along with a shift from high- 
parity price supports to flexible 
supports remains to be seen. It is 
indicated that a greater measure 
of support for such a policy would 
be forthcoming from the larger 
farming interests than small, in- 
dividual farmers, especially those 
in the marginal or near-marginal 
group. The President undoubtedly 
is correct in his proposal for long- 
term solution of the surplus prob- 
lem. From the near-term view- 
point, it is likely that much oppo- 
sition will be stirred up in Con- 
gress which must face the farmers 
in a political year and at a time of 
mounting dissatisfaction in the 
farm belt. In order to stabilize the 
surplus situation temporarily, at 
least, under the President’s pro- 


gram a reserve fund of $2.5 billig 
would be set up. The difficulty ¢ 
making this possible is indicatg 
by the fact that the Commodit 
Credit Corporation’s obligatioy 
are already at close to the $6,750, 
000,000 legal limit. 
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Preferred Stocks 

As is so of bonds, interest-rat 
trends favor preferred stock 
That would be nullified, of cours 
given a business depression 
rious enough to cut earning 
sharply and bring into questiq 
dividend coverage and main 


nance. The latter is not in th Jers, ut 


picture. Certainly dividends 4 
typical medium to gocd-grade pr 
ferred stocks promise to remiai 
more than adequately covere 
and to be maintained. Fluctuatia 
in these issues in 1954 may we 
be the narrowest in some year 


For income investors requirinf 


more yield than bonds offer, bi 
who do not wish to go all the wy 
to common stocks, selected pr 


ferred stocks have merit. Hej 


are some examples, with appro: 





Meet a few of 


your good neighbors 


The turn of the year seems a very good time to have you meet a few of your good 


neighbors in the countries of Middle America. 





Here is a representative group of the many thousands who have found personal 
fulfilment in United Fruit’s varied activities . . . its radio communication system . . . 
railroads ... schools ... palm oil plants that furnish cooking oils for the region 
... banana cultivation and crop diversification projects ... parks . . . utilities. 

Of these good neighbors the majority has been associated with United Fruit for 
many years. Some have received training for the positions they hold by acquiring 
skills from experience. Others have attended grade schools founded and maintained 
by the Company and have advanced by combining scholarship with industry. 

We are proud of their ability and of the valuable contributions they are making 
to the economic development of their Countries 
in the Caribbean region. 


UNITED FRUIT COMPANY 


GREAT WHITE FLEET 
General Offices: 80 Federal Street, Boston 10 


British Honduras * Colombia * Costa Rica * Cuba 

Dominican Republic * Ecuador * El Salvador * Guatemala 

Honduras * Jamaica, B. W. 1. * Nicaragua * Panama 
Panama Canal Zone 
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REINALDO JARMILLO, an overseer of 
diverse crops. Researcher Jarmillo 
takes part in UF’s long-range program 
for a varied, balanced economy in 
Middle America. 





ce ae A | 
GLORIA CARIAS OVIEDO teaches the 
fifth grade in the Esteban Guardiola 
School in La Lima, Honduras. In 
addition to schools, United Fruit has 
built hospitals, lighting systems and 
other public works. 


WILLY ACOSTA surveying in Panamanit 
Jungle. Engineer Acosta is an advast 
scout for the transformation of th 
wasteland into productive farmland. 
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mate current yields: Pacific Light- 


Hing $4.50, yield 4.6%; Union 
TPacific $2, yield 4.2%; General 


otors $5, yield 4.2% ; U.S. Steel 
87, yield 4.9% ; Cleveland Electric 
$4.50, yield 4.2% ; and Pacific Gas 
& Electric $1.50, yield 4.5%. 


liquidating Values 

A good many stocks are selling 
around or below net current as- 
sets per Share, the market thus 
putting no value on plants and 
equipment or other fixed proper- 
ties. With very few exceptions, 
issues SO priced are speculative 
and have sub-average earnings 
prospects. The market is inter- 
ested in the earning power of 
assets; but assets per se have no 
realizable value to the stockhold- 
fers, unless a company liquidates, 
pays off its obligations and dis- 
tributes remaining cash to share- 
holders. That is not much less 
rare than hen’s teeth. A manage- 
‘ment will usually prefer a mer- 
ger, or bankruptcy and reorgani- 
zation or any other alternative, 
to liquidation. Why? Because 
liquidation leaves no jobs for the 
managers. There is activity in 
Hudson Motors, around 12 to 13 
against 1953 low of 914, on mer- 
ger-or-liquidation rumors. The 
company has a net working capi- 
tal around $21 a share. We would 
believe liquidation only if offi- 
cially announced. Rumor of pos- 
sibleemerger with Nash sounds 
more plausible. Merger, of course, 
would not assure adequate profits, 
if any, for the combination. The 
main problem would still be what 
itis now: namely, shrinkage of 
the car market available to mak- 
ers other than General Motors 
and Ford. 


Possibility 

Montgomery Ward has for 
some years held to an over-con- 
servative dividend policy, while 
piling up uncommonly large cash 
holdings. With current-year earn- 
ings around $6 a share, or pos- 
sibly a little more, against $7.41 
Inthe prior year, the Avery man- 
agement has amazed the financial 
community by declaring a $1.50 
year-end extra, against $1 a year 
ago, making total payments of 
$3.50 for the year against $3 in 
the 1952 fiscal year. Although still 
only some 55% of earnings, this 
ls the highest payout in a number 
of years. Hence, it might repre- 
sent a policy change of some sig- 
nificance. The following longer- 


(Please turn to page 534) 





sTRti 


JANUARY 23, 1954 














SUNRAY — an oil . 


company that does NOT}. 


va 


s 
7 
» 


‘operate service stations |* 





SUNRAY manufactures millions of gallons of gasoline every year, 


but does not operate a sinele service station. To automobile owners 
S 





whose only contact with the oil industry is through a service station, 
this may seem strange. However, SUNRAY is engaged only in producing, 
| transporting, and refining oil and gas products, 

SUNRAY manufactures automotive and aviation gasolines, natural 
gasolines, liquefied petroleum gases, middle distillates, heavy fuel oils, 
asphalt, road oil, and a variety of special specification products. After 
these products leave SUNRAY refineries, they are shipped throughout the 


United States, and sold under a variety of brand names, 


The sales department of SUNRAY sells manufactured products to 
wholesalers, jobbers, and commercial accounts. The sales staff is com- 
paratively small, and consequently the cost of selling SUNRAY products 
is very low compared with that of a retail marketing oil company. 

SUNRAY’s streamlined operation which concentrates on producing 
and refining, is am important link in putting to work America’s most 
| important raw material . . . petroleum. The 
Company's growth is recorded in the steady 
expansion of its oil producing and refinery 


facilities. 


SUNRAY OIL CORPORATION 


GENERAL OFFICES . . . TULSA, OKLAHOMA 








| “America’s Interests and SUNRAY’s Interests Go Hand in Hand.” 
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term possibilities in this situation 
have been apparent for some 
time: (1) that surplus cash might 
be used for long-deferred expan- 
sion; (2) that it might be con- 
sidered as a contingency bulwark 
justifying paying out the greater 
part of earnings in dividends; or 
(3) that some compromise be- 
tween expansion and dividend 
liberalization would be the choice. 
The surprise is that a material 
start toward more generous divi- 
dends has been elected by the 
present management. It makes 


the stock, up about 2 points to 57 
on the news, considerably more 
attractive on a yield basis of 
about 6.1%. Any of the three 
alternative policies cited could 
result in market appreciation 
over a period of time. The biggest 
potential for rise in the stock 
would be in a policy of paying out 
the bulk of earnings, and most 
shareholders would undoubtedly 
prefer that. At the present level, 
which is well under that when we 
commented earlier on this com- 
pany, there are probably above- 
average longer-range potentials 
in the stock. But since the policy 
is still not too clear-cut, it is im- 
possible to figure whether they 
are moderate or dynamic. 

















Dated January 15, 1954 


Incorporated 


Merrill Lynch, Pierce, Fenner & Beane 


Union Securities Corporation 








January 6, 1954 


This is under no circumstances to be. construed as an offering of these securi- 


ties for sale, or as an offer to buy, or as a solicitation of an offer to buy, 
any of such securities. The offer ts made only by means of the Prospectus. 
NEW ISSUE 
$55,000,000 


The Atlantic Refining Company 


\ Twenty-Five Year 314% Debentures 


Price 101% and accrued interest 


Copies of the Prospectus may be obtained from the undersigned only 

in those States in which the undersigned may legally offer these securt- 

ties in compliance with the securities laws of the respective States, 
Smith, Barney & Co. 


The First Boston Corporation Blyth & Co., Inc. Drexel & Co. 
Eastman, Dillon & Co. Glore, Forgan & Co. Goldman, Sachs & Co. 
Harriman Ripley & Co. Kidder, Peabody & Co. Lehman Brothers 


Stone & Webster Securities Corporation 





Due January 15, 1979 


White, Weld & Co. 
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North American Aviation | Nearin. 


“With the defense expenditures ji 
airplanes expected to continue very su) 
stantial over at least the next few yea 
I would be interested in receiving receq: 
amount of unfilled orders of No 
American Aviation, also earnings a 
dividends and prospects over comi 
months. 

M. I., Ashton, Maryla 


North American Aviation, In 
showed a net income of $12,773 
361 after taxes, equal to $3.1) 
per share, for the fiscal year ende 
September 30, 1953. This co 


| pares to net income of $7,820,883 


after taxes, equal to $2.28 p¢ 
share for the previous fiscal! year 


Sales and income for the 1954) 


fiscal year amounted to $636,537, 
658 compared to sales and incom 
of $317,198,022 for the previow 
fiscal year. Taxes took an i. 
creased amount of income in th 
provision of $27,300,000 for fa 
eral income and excess prof 
taxes for the 1953 year againg 
the $12,500,000 provided in th 
previous year. 

Federal taxes on income it 
creased to $7.95 a share for th 
last fiscal year over the $3.64: 
share in the previous year. Th 
provision for federal taxes on it 
come included the equivalent ¢ 
$1.98 per share for excess profi 
tax. 

Unfilled orders totalled $958 
million as of September 30, 1953, 
compared to $1,014,000,000 at the 
same time the previous year. The 
September 30, 1953 backlog figure 
does not include approximatel 
$212 million of orders in proces 
of negotiation. 

While the first quarter of the 
current fiscal year will be affectet 
by a strike, which has since bee! 
settled, it is not anticipated by the 
company that the strike will ms 
terially reduce the company’s sale 
and earnings for the entire 195 
fiscal year. 

During the period between Jul 
1 and September 30, fourth quat- 
ter of North American’s fisca 
year, total sales and other items 
were $175,825,478. Cost of sales 
and other expenses, including 
year-end adjustments, amountet 
to $159,864,117, giving a net I 
come for the quarter of $4,783,361 
after provision of $11,178,000 fot 
federal income and excess profi 
taxes. 

Gross capital expenditures fo! 
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the 1953 fiscal year amounted to 
85,912,441 for additional facilities 
‘and equipment required to keep 


nace With rapid developments and 
dvances in the aeronautical field. 
Nearing completion is a Thermo- 
dynamics Laboratory at the Los 
ngeles plant, and in the plan- 


ming stage is a $4 million wind 


unnel capable of speeds up to 
three and a half times the speed 
of sound. 

| Approximately 95% of the 
1953 sales were to the U. S. Air 
Force, U.S. Navy and other agen- 
‘cies of the Government. Besides 


in the Korea-famed Air Force 


86 sabre jet series, North 


‘American also is producing for 
j 


the Navy FJ-2 Fury jet fighters, 
‘AJ-2 bombers and B-28-B train- 
s. At the end of the year, the 
‘company had also started produc- 
tion of the F-100 Super-Sabre, 


‘the country’s first supersonic op- 


erational fighter. 

Continued advances and devel- 
opments in the field of long range 
guided missiles, as well as rocket 
‘propulsion and _ electro-mechani- 
cal progress is opening new mar- 
ket possibilities to the company. 
North American is continuing its 
developing work in the nuclear 
reactor field under contract with 
the Atomic Energy Commission. 
During the year designs were 
completed for various types of re- 
actors for the production of elec- 
tric power. On January 11 the 
company layed off about 800 pro- 
duction and maintenance employ- 
ees in line with the Government’s 
anounced policy of schedule 
stretch-outs, The company an- 
nounced employment now totals 
about 17,200. 

Dividends in 1953 totalled 75 
cents per share and a $1.00 dis- 
Te was made on January 
, 1954. 


Cornell Dubilier Corporation 


“Please furnish sales volume of Cor- 
nell-Dubilier Corporation and give the 
percentage of business that represents 
military items. Also earnings and divi- 
dends per share.” 

H. P., Watertown, Wisconsin 

Cornell-Dubilier Electric Cor- 
poration registered the largest 
sales volume in its history in the 
fiscal year ended September 30, 
1953. Consolidated net sales of the 
company and its subsidiaries to- 
talled $43,630,816, an increase of 
23% over the previous year’s vol- 
ume of $35,496,041. Approxi- 
mately three-fourths of the latest 
year’s sales consisted of the firm’s 
regular line of commercial prod- 
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ucts with the balance representing 
shipments of special military 
items. 

Consolidated net income for the 
year ended September 30, 1953 
amounted to $1,666,696, equal 
after preferred dividends, to 
$3.12 per share on 512,390 shares 
of common stock then outstand- 
ing. For the previous fiscal year, 
consolidated net earnings totalled 
$1,539,831, or $2.86 per share, 
based on the same number of 
shares. Provision for Federal in- 
come and excess profit taxes was 
$3,749,000 in the 1953 fiscal pe- 
riod as against $3,437,000 in the 
preceding year. 


The use of electronics in many 
diversified fields has been grow- 
ing to such an extent that the fall- 
ing-off in the manufacture of 
electrical appliances and _ televi- 
sion receivers did not affect the 
company’s sales for the first two 
months of the current fiscal year. 
Such sales are running at the rate 
of over $45 million a year. 

Additional facilities for capa- 
citor production in the company’s 
newest and most modern plant at 
Sanford, North Carolina, to sup- 
plement operations at other plants 
located throughout the country 


PROGRESS REPORT 


Most of the nation’s sulphur comes from salt 
dome deposits along the Gulf Coast of Louisiana 
and Texas. But, of the 230 known salt domes, only 
17 have produced commercial sulphur and 5 of 
these have been exhausted. 

Since undertaking a 25 million dollar expan- 
sion program in 1951, Freeport has brought two 
new salt dome sulphur mines into production, a 
third will start producing early in 1954, and con- 
struction of a fourth is well underway. 

One of these, Garden Island Bay, the largest 
single sulphur development in the past 20 years, 


was placed in operation at the mouth 
of the Mississippi in November. 

Bay Ste. Elaine, an “amphibious” 
mining plant in the Louisiana marsh- 
land, began production a year earlier. 
Nash in Texas is near- 
ing completion, and 
Chacahoula in Loui- 
siana is under con- 
struction. 

The new capacity 
provided by these 
four mines will repre- 
sent a substantial ad- 
dition to the total 
U.S. sulphur supply. 


has equipped the corporation to 
handle not only the existing high 
level of business but such in- 
creases as the introduction of 
color television may bring. Color 
television will use substantially 
more capacitors—the company’s 
principal product—as are present- 
ly used in black and white receiv- 
ers. Capacitors are used in all 
types of electrical appliances and 
equipment for home and industry. 

Dividends, including extras, to- 
taled $1.32 a share in 1953, 
against $1.15 in 1952. 


The Volume of Corporate Bond 
Financing Since 1900 
By W. BRADDOCK HICKMAN 


This book makes available for the 
first time interrelated statistics on the 
role of the capital market in financing 
American enterprise. 

This volume presents aggregate 
statistics relating to offerings, extin- 
guishments, and outstandings of cor- 
porate bonds; and to defaults, default 
settlements, and outstandings in de- 
fault. In addition it presents estimates 
of money flows to and from the cor- 
porate sector of the economy arising 
from transactions in corporate funded 
debt. The approach is comprehensive 
and general, and the breakdowns given 
are by broad industry and size groups. 
Subsequent monographs will provide 
detailed breakdowns. 


Princeton 





$7.50 
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two-way toppers... 


for their effectiveness in reducing 
handling costs 


for their intrinsic ul] b 
their vital parts are built by Clark 





fork-lift trucks, straddle trucks, towing trac- 
tors and hand trucks produced by 


LGR 





EQUIPMENT 


Foremost Name in Materials Handling 


CLARK EQUIPMENT COMPANY 
BATTLE CREEK, MICHIGAN 
OTHER PLANTS: BUCHANAN e BENTON HARBOR 
and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 
TRANSMISSIONS © AXLES (Front and Rear) © AXLE 
HOUSINGS © TRACTOR UNITS © FORK TRUCKS AND 
TOWING TRACTORS © ROSS CARRIERS ¢ POWRWORKER 
HAND TRUCKS © POWER SHOVELS © ELECTRIC STEEL 
CASTINGS © GEARS AND FORGINGS 








KOSMOS/DIXIE 
THE UNITED BLACKS 


Under the brand names “Kosmos” 
and “Dixie”, United Carbon manu- 
factures and distributes in world 
markets carbon blacks made uni- 
form, excellent and dependable by 
a constant research and engineering 
program. “Kosmos” and “Dixie” 
carbon blacks are used to add long 
life and durability to the modern 
tire and to rubber goods of many 
kinds. They are also used in paints, 
varnishes, lacquers: in ink and 
paper. “Kosmos” and “Dixie” have 
become synonymous with quality. 


UNITED CARBON COMPANY, INC. 
Charleston 27, West Virginia 
New York Akron Chicago Boston Memphis 
In Canada: Canadian Industries, Ltd. 
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As I See It! 


The Trend of Events 





(Continued from page 473) 


Russian Communist party. The 
Trieste fiasco, furthermore, has 
served to weaken the still infirm 
ties of Yugoslavia with the West. 
The Russians, playing their cus- 
tomary game, have not hesitated 
to fish in these troubled waters. 
In any case, many close observers 
in Washington believe that our 
alliance with Tito is much weaker 
than appears on the surface. 

If these were temporary condi- 
tions, the situation would not have 
such serious implications as far as 
American world policies are con- 
cerned. Unfortunately, the in- 
creasing difficulties spring from 
deep-seated maladjustment in the 
three countries. Both France and 
Italy have stubbornly persisted in 
internal economic policies which 
have been enormously weakening, 
and which have created problems 
of such massive proportions that 
fears are entertained lest revolu- 
tion be the ultimate outcome. 
Yugoslavia, as we have said, has 
been by no means secured to our 
cause. 

Because of this potential weak- 
ness in our defense structure, our 
Secretary of State has recently 
strongly intimated that a review 
of our global strategy would be in 
order. There is no doubt that we 
must prepare alternate policies if 
the old ones prove ineffective. Un- 
der the conditions outlined above, 
we cannot afford to be guided by 
hope alone, we must grimly assess 
the realities and not shrink from 
the consequences. 





Market Weight New 
Earnings Prospects 





Continued from page 475) 
than with the trends of produc- 
tion, earnings or commodity 
prices. 

However, none of this implies 
a tangible or psychological basis 
for sustained general advance in 
stock prices. About the best that 
we can conceive of on the pres- 
ent evidence is maintenance of 
trading-range limits for the daily 
industrial and rail averages, and 
for our broad weekly index of 300 
stocks, about in line with last 
year’s. No change in our conser- 
vatively selective policy is justi- 
fied. Continue to hold adequate 
reserves for later buying oppor- 
tunities.—Monday, January 18. 
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(Continued from page 471) 


shown, in his invitation to all ng 
tions to pool fissionable materia] 
for peace-time uses, that the ep 
tire world is swiftly being draw, 
into the orbit of the most revo. 
lutionary development since th 








discovery of electric power. Ii} 
other countries, as well as th 
United States, preparations ar 
being made to harness the aton 
to industry. In this country, man 
of our foremost and most pro 
gressive business organization 
are developing far-reaching plan 
to take a prominent part in thes 
activities. In the not distant fy 
ture, the Atomic Energy Act wil 
be amended to permit private in 
dustry to enjoy a much greate 
share in atomic energy projects, 
Thus, the foundations are rapid) 
being laid for the unfolding of; 
new era that will disclose unlin. 
ited opportunities for all nation 
and peoples. 


A LESSON IN SEMANTICS . 
Whatever else the American pul- 
lic may be gaining from the rash 
of yearly economic forecasts—ani 
by this time they must be har? 
ened to it—they are certainly ac 
quiring an education in semar- 
tics. Quite familiar through long 
habit with such words as “depre: 
sion” and “recession”, “adjust: 
ment” and “readjustment’’ they 
are now becoming acquainted 
with such picturesque terms & 
“rolling adjustment”, “turn- 
down”, “let-down”, “slide” 
“skid”, and an assortment 0 
others, all calculated to expres 
the “business blues”. If this is not 
enough, commentators, expert and 
otherwise, are prepared to add to 
the above expressions such de 
seriptive adjectives as “severe’, 
“moderate”, “gentle”, with varie 
tions of the same. 

In good-natured tolerance @ 
this annual performance, _ the 
average American citizen offers 
no objection to the flowering ¢ 
nouns and adjectives, appreciat- 
ing quite well that economists 
must live too, though many al 
economist would find life simpler 
if he could only change his job 
for something less wearing 0 
the nervous system. Be this as i 
may, once the flurry of annual 
forecasting is over—for which we 
can join our heartfelt thanks te 
gether with those of our economit 
brethren—we can all settle dow! 
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jo the prosaic but perhaps more 
rewarding task of observing the 
pmazing colorful American eco- 
nomic panorama as it unfolds 
day-by-day and week-by-week. 
This, more than cold facts and 
figures, often reveals the real 
tuff out of which our American 
ie is made. 
TRUSTEES AND COMMON STOCKS 
,..A recent tabulation highlights 
he growth of institutional invest- 
ent in common stocks. More 
than three thousand banks and 
trust companies in the United 
States are now administering in- 
vestments under trustee arrange- 
ments, and total investments so 
administered are said to approxi- 
mate $70 billion. Changes in the 
structure of such a huge portfolio 
of investments obviously com- 
mand serious attention owing to 
their influence on the securities 
markets. 


The striking growth of common 
stock holdings in trustee accounts 
is indicated by the fact that they 
represent 45% of the total, com- 
pared with 10-15% several de- 
cades ago. Simultaneously, gov- 
ernment bond holdings have 
shrunk to about 25% of total in- 
vestments compared with more 
than double this amount in for- 
mer years. The rapidity with 
which the composition of trust 
funds is changing in favor of 
equities is indicated by the fact 
that as recent as five years ago 
common stock holdings constitu- 
ri only 30% of total trust port- 
dlios. 


Analysis of specific common 
stock holdings held by a cross- 
section of the trusts would seem 
to indicate a striking uniformity 
in the basis of selection. Though 
many hundreds of individual cor- 
porations are represented in such 
holdings, emphasis is placed 
mainly on the dominant business 
enterprises of America and, con- 
sequently, the bulk of common 
stock investment is lodged among 
such primary companies. Added 
to Investments by financial or- 
ganizations such as investment 
trusts and “mutual funds”, the 
total of institutional investments 
In major American corporations, 
how runs to very large figures, 
Indeed. Since these stocks are nor- 
mally held on a permanent or 
semi-permanent basis, the effect 
18 to withdraw from the market 
substantial quantities of equities. 
€ scarcity value created by such 


(Please turn to page 538) 
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FROM HERE TO ETERNITY 
MISS SADIE THOMPSON 
IT SHOULD HAPPEN TO YOU! 
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FIRST VICE-PRESIDENT 
By JOAN TRANSUE 

The house at Montauk was uncom- 
promisingly ugly. Even the interior 
decorators had made little dent on the 
vast, dark rooms, achieving now only 
a desperate touch of old movie-palace 
splendor. Nevertheless it was the root 
of all Norman Frume’s happiness—his 
one tie with the lost love and grandeur 
of his childhood. A vice-president of the 
Kittatinny Life Insurance Company— 
a position for which he had struggled 
with relentless dedication — Norman 
Frume found only a melancholy pleas- 
ure in the lonely house. But, like his 
success, it supported him. It was, in a 
way, a refuge. 

It was to Montauk that Norman in- 
vited his boss, Wilson Gladstone, for a 
week’s vacation. The house party was 
planned to the final touch. But at some 
one point Norman lost touch with Mon- 
tauk, with his family and his guests, 
with his prestige and power. His self- 
control dropped away, leaving him vul- 
nerable to blunders and increasing des- 
peration, Baffled and enraged by the 
gaiety of the party, Norman grew 
grimmer. He had been pursuing his 
success so doggedly that he had become 
quite blind to the fact that the trail was 
his own and that he was traveling a 
circle. He realized only that the trail 
was spiraling closer and closer to the 
brink of utter disaster. 

Doubleday $3.00 


LORD VANITY 
By SAMUEL SHELLABARGER 
In Lord Vanity as in his previous 


THE CAINE MUTINY 


COLUMBIA 
PICTURES CORPORATION 


General Offices: 729 Seventh Ave. 
New York 19, N.Y, 


Studio: Columbia Square 
Hollywood 28, Calif. 


novels, Dr. Shellabarger combines with 
consummate skill the art of storytell- 
ing with a thorough knowledge of the 
period of which he writes. Here the 
reader will find a vivid picture of the 
Age of Enlightenment at the turning 
point where the last late flowering of 
the seventeeth century coexisted for a 
time with the beginnings of the age of 
the Rights of Man. And the picture is 
so beautifully rendered that the story 
interest never for a moment lags and 
the characters never fail to fascinate. 


Little, Brown $3.95 


WILD FLOWERS OF AMERICA 

400 Flowers in Full Color 
Here are 400 wild fiowers of North 
America, shown actual size in beautiful 
true-to-life full color, with detailed de- 
scriptions and with full information as 
to family, geographical range, the na- 
ture of the environment in which the 
flowers are found, etc. 

This encyclopedic work is based on 
an authoritative publication of the 
Smithsonian Institution: The Mary 
Vaux Walcott color plates in this book 
are reproduced by permission from the 
famous portfolio set “North American 
Wild Flowers” by Mary Vaux Walcott 
as published by the Smithsonian Insti- 
tution. The magnificent and completely 
accurate paintings, which are accorded 
top ranking by artists as well as bot- 
anists throughout the country, have 
been supplemented by additional paint- 
ings by Dorothy Falcon Platt. 


Crown Publishers $10.00 
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Southern California } 
Edison Company ¥ 
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‘ DIVIDENDS 4 
»4 CUMULATIVE PREFERRED STOCK rf 
> 4.08% SERIES > 
DIVIDEND NO. 16 ? 
¢ § 
, 

’ 

» 4 

§ 

; 
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CUMULATIVE PREFERRED STOCK 4 
4.88% SERIES ; 
DIVIDEND NO. 25 » 


The Board of Directors has ’ 
authorized the payment of the }f 
following quarterly dividends: 

254 cents per share on the ff 
Cumulative Preferred Stock, f 
1 4.08% Series; , 
¢ 3014 cents per share on the ? 
’§ Cumulative Preferred Stock, ¢ 
4 4.88% Series. »§ 
p The above dividends are g 
payable February 28, 1954, to 
stockholders of record Febru- ft 





} 
’ ary 5, 1954. Checks will be ¢ 
4 mailed from the Company's Y¥ 
‘ office in Los Angeles, February YY 
28, 1954. ¢ 
‘ P.C. HALE, Treasurer : 
1) ‘January 15, 1954 , 
? 
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AREA RESOURCES BOOKLET on request 
P. O. Box 899, Dept. K, Salt Loke City 10, Utah 
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COLUMBIA | PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held January 6, 1954, 
declared a quarterly dividend 
of $1.06%4 per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able February 15, 1954, to 
stockholders of record Feb- 


A. SCHNEIDER, 
Vice-Pres. and Treas. 
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The Trend of Events 





(Continued from page 537) 


concentration of investment is one 
of the principal factors in the 
sustained high levels of prime 
common stocks. Whether or not 
trusteed accounts will continue to 
absorb high-quality common 
stocks at prevailing substantial 
premiums is a problem that com- 
mands the interest of investment 
specialists. It may very well be 
that the attention of investment 
managers will be turned from the 
highest-grade stocks to _ those, 
which, while not of comparable 
quality, nevertheless conform with 
the general requirements for 
stocks of trustee calibre. This 
would greatly widen the area of 
potential investment; and bring 
to the fore a new group of invest- 
ment stocks not yet exploited on 
the scale which has hitherto been 
true of leading issues. 


FRIEND WORTH KEEPING... The 
Canadian-U. S. trade picture, on 
the whole, is a pleasant one, and 
it does seem as if this happy re- 
lationship were worth some sac- 
rifices to keep. Yet friction is in- 
creasing. 

The integration, in the North- 
west, of Canadian and U. S. dairy 
supplies, for example, has meant 
lost business to Canada, and yet 
the expected benefit to dairy pro- 
ducers and processors this side of 
the border is hard to find. Con- 
tinued agitation against petro- 
leum imports is another effort to 
break down an integration useful 
to both countries. Crude oil pro- 
duced in Alberta, far from any 
Canadian consumers in adequate 
numbers to absorb it, is threatened 
with being barred from the Pacific 
Coast, where in some instances it 
is the closest and most economical 
source. At the same time, many 
times the Alberta fields’ amount of 
U.S.-produced petroleum products 
flows into Ontario and Quebec. 
Further, the farm price support 
program is cutting into Cana- 
dian export earnings. 

These irritations in themselves 
are not too great. Others could be 
cited. The important thing is that 
we should weigh Canadian amity 
as an asset for the entire nation 
against the benefits these restric- 
tions give, or seem to give, to small 
groups. We don’t have too many 
friends abroad who don’t have 
their hands out all the time. Can- 
ada surely deserves some sort of 
preferential treatment. 





Burroughs 


217th CONSECUTIVE CASH DIVIDEND 


A dividend of twenty-five cents ($.25) 
a share has been declared upon the 
stock of BurrouGHs CorporATION, pay: 
able April 20, 1954 to shareholders 
of record at the close of business 
March 19, 1954. 





Detroit, Michigan SHELDON F. Haut, 


January 5, 1954. Vice President 
| and Secretary 














Es cas sysTeM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 78, 20¢ per share 
payable on February 15, 1954, to holders of 
record at close of business January 20, 1954. 
Dare Parker 


January 7, 1954 Secretary 
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Soaight as when he 
Scoops to help a boy" 





50th ANNIVERSARY 


BIG BROTHER MOVEMENT 








Correction 


In the Jan. 9 issue the figure fo 
liquidity for Caterpillar Tractor © 
oo 443 was given erroneously # 

This should have read 9.1%. The 
onda of liquidity which The Magazi 
of Wall Street presents statistically } 
confined solely to the ratio of cash ani 
government bonds, or the equivalent, ti 
total current assets. Liquid assets 
which are already segregated for tht 
purpose of liquidating specific debt: 
are not included in our ratios. 
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vow| Make 1954 a Year of 
ND | 
ts ($.25) og ~ 
« Hich | d Profit 
“(High Income and Profi 
eholders | 
business 
pg TODAY — let THE FORECAST help YOU 
~Hau, 14) to Hold —To BUY — the right stocks at the right 
oe itime...to make this a year of strong investment 
progress for YOU. 
Share in our two new recommendations of promising 
‘undervalued stocks —combining unusual elements 
of security — high yield — attractive appreciation 
prospects: 
——|1. Dynamic Growth Stock — 6.6% Yield PLUS 
BIA EXTRAS ... earnings up 200% over 1951. 
INC,| | 2. Preferred Stock —8% Yield —Income up 6 
ae times °46 — price 27% BELOW °46 top. 
this day 
AND...in the weeks ahead — and during vital 1954 
changes with their varying effects on per-share earn- 
siders of | | ings and dividends of virtually every company ... we 
>, 1954. | I will specifically recommend to YOU the best bargains 
vercary| | 7ofering definite market leadership potentials — in 
—__—) }| the three most sought-after investment categories: 
e Assured 544% to 8% Income PLUS En- 
hancement From High Grade Issues Stres- 
sing Security of Principal. 
e Dynamic Capital Growth — Higher Dividend 
Potentials In Special Issues With Expand- 
ing 1954 Earnings Prospects. 
¢ Large Percentage Growth PLUS Income in 





Low Priced Opportunities Undervalued in 


Light of Their 1954 Outlook. 


A FULLY ROUNDED 
INVESTMENT SERVICE 


1You will find that THE FORECAST tells you not only 
WHAT and WHEN to buy—and WHEN to take profits 

















. but it also keeps you informed of what is going 
on in the companies whose shares are recommended 
in our Bulletins. Each security you buy on this advice 
is continuously supervised so you are never left in 
doubt as to your position. 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, under new government policies 

. as well as interpretations of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT NOW — 


Enroll now and buy our new and coming recommen- 
dations before they score sharp advances. 


Send a list of your present holdings, twelve at a time. 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues. 
plus your cash reserves—you can purchase the 
highly promising coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 
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FREE SERVICE TO FEBRUARY 23, 1954 
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Mail Coupon 
Joday 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street. 90 Broad Street, New York 4, N. Y. 


I enclose [1] $60 for 6 months’ subseription: 


1/23 


() $100 for a year’s subscription. 
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4—AGRICULTURAL IMPLEMENTS 
Deere 
Int. Harvester 
L —Minn.-Moline 
L —Oliver 


10—AIRCRAFT 

H—Boeing 
Cons. Vultee 

L —Curtiss-Wright 

H—Douglas 
Grumman 
Lockheed 

L —Martin 
Nor. Am. Aviation 
Republic Aviation 
United Aircraft 


7—AIRLINES 
L —Am. Air Lines 
L —Braniff 
Eastern Air Lines 
L —Northwest Air Lines 
L—Pan American 
L —Trans-World 
United Airlines 


7—AMUSEMENT 
L —Am. Broadc. Par. 
L —Loew’s 
Paramount Pictures 
L —RKO Pict. 
L —Repub’ic Pictures 
20th Century Fox 
L —Warner Bros. 


10—AUTOMOBILE ACCESSORIES 

H—Bendix Aviation 

H—Borg Warner 

L —Budd Co. 

H—Elec. Auto-Lite 
Elec. Storage Batt. 

L —Hayes Mfg. 

L —Houd.-Hershey 
Murray 
Rockwell Spring 
Stewart Warner 


9—AUTOMOBILES 
H—Chrysler 
H—General Motors 
lL —Hudson 
L —Mack 
Nash 
L —Packard 


Reo 
Studebaker 
White 


3—BAKING 
Amer. Bakeries 
Continental 
L —General 


3—BUSINESS MACHINES 
L —Burroughs 
H—Nat. Cash 
L —Rem. Rand 


2—BUS LINES 
L —Greyhound 
&L —Omnibus 


6—CHEMICALS 
Air Reduction 
H—Allied Chem. 
H—Amer. Cyanamid 
Comm. Solvents 
H—Du Pont 
H—Union Carbide 


3—COAL MINING 
L —Lehigh C. & N. 
L —Lehigh Valley Coal 
L —Phila. & Rdg. C. & I. 


4—COMMUNICATION 
L —Am. Cable & Radio 
H—Amer. Tel. & Te’. 
L —Int. Tel. & Tel. 
H—Western Union 


9—CONSTRUCTION 
L—Am. Radiator 
L —Certain-teed 
Crane 
Flintkote 
H—Johns-Manville 
Lone Star Cement 
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1954 Grouping of the 300 Comp t | 


H—Component of the 100 HIGH PRICED STOCK Group 
L —Component of the 100 LOW PRICED STOCK Group 


Nat. Gypsum 
H—Otis Elevator 
L —Walworth 


7—CONTAINER 
H—Am. Can 
H—Container Corp. 
H—Cont. Can 
L —Crown Cork 
L —Gair 
L —Nat. Can 
H—Owens-Ill. Glass 


9—COPPER & BRASS 

Anaconda 
Bridgeport Brass 

L —Calumet & Hecla 

L —Cons. Copper 

L —Gen. Cable 
Inspiration Copper 

H—Kennecott 


Miami 
Phe'ps Dodge 


2—DAIRY PRODUCTS 
H—Borden 
H—Nat. Dairy 


5—DEPARTMENT STORES 
H—Allied Stores 
Assoc. Dry Goods 
L —Gimbel Bros. 


Macy 
Marshall Field 


5—DRUGS & TOILET ARTICLES 
H—Abbott Labs. 
H—Am. Home Products 
H—Colgate 
L —Rexall Drug 
L —Zonite 


2—FINANCE COMPANIES 
Cc 


Commercial Credit 


7—FOOD BRANDS 

Best Foods 

H—Corn Products 

H—Gen. Foods 

L —Libby McNeill 
Nat. Biscuit 
Stand. Brands 

L —Stokley 


2—FOOD STORES 
H—Kroger 
H—Safeway 


3—FURNISHINGS 
Congoleum-Nairn 
L —Servel 
Simmons 


4—GOLD MINING 
L —Alaska Juneau 
L —Benguet 
Dome Mines 
Homestake 


4—INVESTMENT TRUSTS 
Adams Express 
Atlas Corp. 
H—Lehman Corp. 
L —Tri-Continental 


3—LIQUOR 
Disti'lers-Seagrams 
Nat. Distillers 
Schenley 


11—MACHINERY 

H—Allis-Chalmers 
Am. Mach. & Fndry. 
Bucyrus-Erie 

H—Caterpillar 

L —Cont. Motors 
Foster-Wheeler 

L —Gar Wood 

H—Gen. Electric 

H—Timken Roller 

H—Westinghouse Elec. 
Worthington Pump 


3—MAIL ORDER 
H—Montgomery Ward 
H—Sears Roebuck 
L —Spiegel 


3—MEAT PACKING 
L —Armour 
H—Swift & Co. 
L —Wilson 


10—METALS, MISCELLANEOUS 


H—Aluminum Co. America 
Am. Smelting 
L —Am. Zinc 
L —Cal'ahan Zinc 
Climax Molybdenum 
H—Int. Nickel 
L —Pacific Tin 
St. Jos. Lead 
L —Sunshine Mining 
L —United Park City 


4—PAPER 


H—Crown Zellerbach 
H—Int. Paper 

St. Regis 
H—Union Bag 


24—PETROLEUM 
Atlantic Refining 
H—Cities Service 
H—Cont. Oil 
H—Gulf Oil 
H—Houston Oil 
H—Mid-Cont. Pet. 
H—Ohio Oil 
L —Panhandle P. & R. 
H—Phillips Pet. 
Plymouth Oil 
H—Pure Oil 
H—Richfie'd 
H—Shell Oil 
Sinclair 
Socony 
H—Stand. Oil Calif. 
H—Stand. Oil Ind. 
H—Stand. Oil N. J. 
Stand. Oil Ohio 
Sunray 
H—Texas Co. 
H—Texas Pac. Land Trust 
Tide Water Assoc. 
H—Union Oil 


22—PUBLIC UTILITIES 

H—Am. Gas & Elec. 
Cent. & S. W. 

H—Cleveland Elec. 

L —Columbia Gas 
Commonwealth Ed. 

H—Cons. Edison 
Consumers Pr. 
Detroit Ed. 

L —Laclede Gas 

L—L. I. Lighting 
Midd'e So. Utils. 

L —New Eng. EI. Sys. 
Niag. Mohawk Pr. 

L —Northern States Pr. 
Pac. Gas & Elec. 
Penn. Pr. & Lt. 

L —Potomac Elec. Pr. 
Pub. Ser. E. & G. 

L —South Carolina E. & G. 
Southern Calif. Ed. 

L —Southern Co. 


8—RADIO & TV 
Admiral 
L—Emerson Radio 
L —Magnavox 
Motorola 
Philco 
R.C.A. 
L —Sparks-Withingion 
H—Zenith 


8—RAILROAD EQUIPMENT 

Am. Car & Foundry 

L —Am. Locomotive 
Am. Steel Foundries 

L —Baldwin Lima 

L —Pressed Steel Car 

H—Pullman 

L —Symington-Gould 
Westinghouse Air Brake 


20—RAILROADS 
H—Atchinson 
H—Atlantic Coast 


B. & O. 
H-C. & O. 
L —Chi. Milw. St. P. & P. 
H-D. & H. 
L—D. L. & W. 


Erie 
H—Gt. Noth. Pfd. 
H—Ill. Centra‘ 
H—Kansas City So. 
L —Lehigh Valley 

N. Y. Central 
H—North. Pac. 

Penn. R. R. 

St. L.-San Fran. 
H—Seaboard Air Line 
H—So. Pac. 

H—So. Ry. 
H—Union Pacific 


3—REALTY 
L —Equitable Office Bldg. 
L —Gen. Realty 
L —Sheraton 


3—SHIPBUILDING 
H—General Dynamics 
N. Y. Shipbuilding 
Newport News 


3—SOFT DRINKS 
L —Canada Dry 
H—Coca-Cola 
L —Pepsi-Cola 


11—STEEL & IRON 

Alleg. Ludlum 
H—Armco 
H—Beth. Steel 
L —Colo. Fuel & Iron 
L —Gt. Nor. Ore 
L —Inter’ake 

Jones & Laughlin 
H—Nat. Steel 
H—Republic Steei 
H—U. S. Steel 
H—Youngstown Sheet 


3—SUGAR 
Am. Crystal 
L —Cuban-American 
West Indies 


2—SULPHUR 
H—Freeport 
H—Texas Gulf 


5—TEXTILES 
H—Am. Viscose 
L —Am. Woolen 
L —Burlington Mills 
Celanese 
L —United M. & M. 


3—TIRES & RUBBER 
H—Goodrich 
H—Goodyear 

U. S. Rubber 


5—TOBACCO 
H—Am. Tobacco 
H—Ligoett & Myers 
Lorillard 
H—Phillip Morris 
H—Reynolds Tob. ‘’B”’ 


2—VARIETY STORES 
Kresge (S. S.) 
H—Woolworth 


17—UNCLASSIFIED 

L —Am. Bosch 

L —Avco 

H—Carrier Corp. 

L —Curtis Pub. 

H—Eastman Kodak 

L —Graham Paige 

L —Marine Mid’and 

L —Martin Parry 

L —Newport Inds. 

L —Pittsburgh Screw 

H—Procter & Gamble 

L —Shattuck (F. G.) 

L—So. Am. Gold & P. 
Stone & Webster 
Transamerica 

L —United Cicar-Whelan 

H—United Fruit 
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